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PREFACE .

In this thesis; 1t has been my Intention to trace the
history of the Gaﬁaaian'tariffg and to show how it hug effectad
the Canadlaon economys dts ﬁevélspmaatg structure, and balanégi

As & treatwent of the subject, this study is far from
gomplete, A lack of that essentlal, timey and a paucity of
Information avallable %g the undergraduate, have forced me to
roestriet ﬁy investipgation to a ﬁurvgyvef the mejor effects of
the tariff upon some of the more impsrﬁagt Ganadian industries:
espectally ivon and steel, farm implémeﬁég toxtile, lumbering,
agfiealtareg and auntomotive,

Probably the most lwportant criticism of this work
will be thab gammsﬁly applied %o undergraduate dissertebtions,
its meve restatement of informetion and opinion in & welle
documented fields While %his“is truey -1 have attempted to
maintain a freshness of approach which will, I hope, Justify -
my‘affarté heyre, '

Hre John B. B, Osborne, who has borne up well under the
strain of supervising my works and Mv, John H, Panebgker, who
has been forced Bo listen to the alatter of my typewriter during

e prawexamiﬁaﬁioﬁ éﬁu&y period, deserve specisl mention and

thanks for thelr sympathetic Eﬁdé?ﬁfaﬂﬁiﬂgg

HoWsCuBe
MoMaster Unlversity,
April 1%, 19%0,
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CHAPTER I

The American Revolution dealt a staggering blow to
Britlish Mersantilist poliey. Britain as a result of the
Revolution was forced to adopt s new system as the bagis of -
emplre, Until the Revolution, Canada, outside of her furs,
had had 1little appeal for the British statesman or merchant,
With the loss of the American cvolonies, however, the value of
Canada 88 & part of the British Colonlal System began to be=
come evident, One of the first effects of the Revelution on
the northern colony was the passing afAthe Declaratéry Act of
1778, by whieh the British bound themselves to lévy‘au%iéé
only for the regulatlon of trade, and to 1eéva the revenues
collected in the colonles where they had been obtained, It 1s
worthy of note that at thls time Canada had no fiseal authority
and the act consequently had llttle effect. The Act is noted
in this writing only because 1t represented the eatabllshment
of a principle,

In 1787, Lord Dorchester in the hope of annexing
Vermont to the 8t. Lawrence colonies, opened up legal trade
botween the Canadas and the United States, This action
allowed for the free importation of lumber, naval stores,
flaxz, grain, provislons and all products grown in neighbouring
gtates, Later, in 1790, pig and bar iron were ineluded Iln the
1list of freee-entry artlcles., The @ﬁtry of rumg, spirits and
menufactured avrticles was prohlbited,

In 1791 the Constitutional Act divided Quebec iInto two
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provinees without defining the powers of local government.
Both provinces lmmediately begen to levy dutles for revenue
purpoges independent of imperial statubes. After 1791,
therefore, the Canadas began a dnal customa system. Regula-

ions applying to colonial trade werse written into British
Btatutes, and local duties vere ndopted by the c@lcﬂia1~
1egislaﬁuyes%' In 1793, Upper Canada demanded the right to
impose duties at Quebec on Lmporits of wines bound for Upper
Canada, A dlvision of all dutliss collected in Quabes was
adopted as an alternative, with Upper Canada receiving one
eizhth of the duties so collected, In 1797 this asrrangenent
was adjusted and the dutles were divided, using as & base,
the report of a customs reporiting officer statlioned ait Cotean
du Lac. In thls year an inter=provincisl council recommended
that Upper Canada place s duly on Inland trade eguivalent to
that which Lower Canads had levlied on the sea-borne imports.
Upper Canads rofused to levy thls duty as the Unlted Btates
~at that tlme bad placed no duty on lmports from Canade. - In
1801, Upper Cansdd placed thils duty in effect when the Americans
levied o tariff on Canadlian exporbs,

At the request of Lord Dorchester, Lower Canada, in

1795, placed a tariff on wines, llguors, sugar, coffee, salt,
tobacco and playing cavds. Thig tarlff is inporitant in that
the drawback 1s [irst omployed in Canada to encourape donestlc
industry. A full refund of the salt dubty was sllowed if the -

salt was used in the {lshing Iindustry, and a lesser refund

1)
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was granted if the salt was used in meat packing., In 1796,
Jayis Treaty provided thab non-prohibilited products might

oross the border without diseriminatovy duties. The treaty
gave the governors of the colonles the power to suspond earlier
ordinances governing trade with ths United States. These
Colonial tariffs were permanent legislation of the Canades

and lasted untll 1839 and, in the case of the 1793 levy on
wines until 1842, 1In addition to these levies, imperial duties,
which at this time congisted of the duties of 1764 and 1766 on
wines, molasses, and pimento,; and the Quebec Revenue Act dutbies,
were levied in the provinces.

Lover Canada, in 1805, increased its duties on tea,
splrits, wines, molasgses and syrup. Upper Canada followed in
1807, The purposse of these duties was to ralse funds for a
Jeil-budlding program, but so successful were the results that
the tariff was gllowed to remain until 1813,

Evasion of the tarlffs was the rule rather than the
exception in Upper Cenada where until 1800 only half-hearted
attempts were made to collect the impost. The Lakes were, in
fact, great free-~trading centres with the balance of trade
generally in favour of Upper Canada. This smuggling was
happily accepted by the majoriity of the people in Upper Canaoda.
The maxinum freedom of trade was favoured by ally since it
meant a wider market for exports and lower prices for imports,
but the larger wmerchants would have confined this commeres to
transit goods or goods that would héve increased Canadals oXe-

ports to Great Britain.



- Commercial relatlons with the United States deters
lorated rapldly in the filrst decade of the nineteenth century,
In 1812, Britain prohibited the entry into Canada of all
goods from the Unlted 8tabes which were not American products,
Thls prohibition was urged by Cenadian merchants whose trade
had been visibly affected by the high 204 tariff wvhich the
United States had levied on ilmports from Gonada. The admine
istrablon and control of trade-waég‘h@weverg not necessary
‘because of the war. The revenue of the Ganadas was stralned
by the wary and in 1813 the provinces leglslated a general

ad valovem duty @n;all luports not specifilcally dutiable op
on the free 1lst.

At the conclusion of the wary trade poliey with the
Unilted ﬁtéﬁas wag on shaky ground. A conflict of opinions
vetween economle interests had developed. Colonlal merchants
wore in favour of a weburn to pre-war trade, Members of the
Governor's Qouncll, British merchants and the Colonlal 0ffice
wished the border closed. The British offielal opinlon was
that in R@@ﬁing the border cloged there would be a strongey
tendeney for Canadiansto avrive at a stage of self-sufficlency
and independence. The passing of the British Corn Lawsg in
1819 added to the clash of interests, In gpite of the frio-
tion, the Imperial Government for three years did not btake a
definite stand. The Canadas were left te flounder and choose
thelyr own course which veered sharply from a high tarlff on

menufactured goods 1n 181Y to a revival in 1816 of the earlier



ordinances whilch had been sbandoved in 1796. In 1817 thse
iagisiaﬁure of Lower Canada, to protect the 8%. Laewrence
meprchants, authorized the entry of any goods which had been
admlitted in the past, In 1.18 Upper Cenade passed an ach
which eliminated most of the restriebions of the old ord-
inences. Upper Cenads betrayed eably ﬁﬁa%aaﬁi@nist Leri~
dencics in 1821 when 1¢ petitloned for an imperial dubty on
United States vheat entering Lover Cannda when Cangdian wh&&?
was belng excluded from the United Kingdom by the Corn Lawg.
A dlstinet break ln Canadian attltudes toward the

commercial polley appoared afber 1822, Merchants wishing to
gtrengthen the preference glven to Ganaéiaa goods in the
British morket found that their interests clushed with the
intervests of agrieulturallists who were secking protechlon
from American formers and at the same time abtempting to ene
large thelr British mavkets, It will be seen that the oute
conme cast a derk cloud over the heads of the merchants and
gave hopes to the farmey of Incereasing his protectlion from
Anericon competition., The Cenade Tariff fet of 1822 levied
gome slight duties on wheat and flour, livestock, end other
agricultural imports. The farmers of Upper Caneda galned
gome protection from the Amerlean farmer who not only had s
complebe monopoly in his own country bub had encroached to a

, o . 2)
conasiderable extent on the Lower Canadlan nmarket.

1) ikiéjg Ps 324
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gonfllets became lneressingly strong. The merchants,
wishing to supy ly Canada with fereign goods themselves,
opposed the entry of nensﬁﬁerican gocdd fron the United
States, At the same time, %o Increase thelr own gain, they
wanbted Amorlean goods shipped by the at, iavrance to he
treated in Bngland as colonlal goods, The foruors, on the
other hand, were unhappy becsuse, a8 o result of the Corn
Laws, Canadlan graln was exeluded from the Britlsh market
when prilces senk, Thus theve was a double-barreled effect
when prices dropped, as %ﬁ@iﬁ nrofits in the home market were
lowered and the mexportable surplus tended fo decrease the
price s%ili further,

In 1831, the Colonial Trade Act was passed by the
British Parlisment. This act repealed all Imperisl dubles
aﬁ'ag?iaalﬁayal products enbering the Caonadas. The purpose
of the acht was to drav some of the graln trade of the western
#hates through the 8t. Lawrence system, This aot was an
lmmediate bonefit to The nerchants, though the farners obe
Jected strenvously to the inflow of American wheal and flouw,
The act beneflted the merchants also, since Ameriean wheal
when gyound iato flour could be exported as colonlal flour,
The sct in this marmer gave a decided 11t to the 8t. Lawrence
milling trade, It has been suggesbed that this act night
have been intended to Ineresse diversiflcation of the farming
in Upper Causmdas The farmers, however, still preferred a
wheat economy because the Canada Trade Act of 1822, although
placing slight dubtlies on American livestoclk eantries, left the

entry rabe so low that the Canadian farmers could not face
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the competlition from adjacent parts of the Unlted States.
This competition in livestock and the fluetuating character
of the graln trade welded the agrarian interests in a@man&iﬂg
probection from Amerlcon produse. Lobbying was carried on
conglstently and aggravabted the feslings between the Upper
Cansdian sgriculturalist and the Montreal merchasnts. The
mepchants inglsted upon free imports of produce to increase
thelyr own gain. The lumbering interests were in favour of
free imports of American produce also, in that they wanted
ehaaper pork and flour as food for the large numbers of men
employed in this ihdustry. The influence here was strong &8s
they were the chief purchasers of food-stufls in Canada.

In 1840, a bill was passed by the leglslature of
Upper Canada whiah would have imposed dutles on agricultural
fmports, The Colonlal Office, however, disallowed the bill
on the grounds that a pxsﬁeetiva:ﬁéfiff on grain wvould not
Inerease the domestle price as the graln price was debermined
by the supply and dewand of the world market. Agaln in 18k2,
the égriealturalistﬁ asked the lmperial government for a
protective tariff on American grain but were forced to walt
until 1843 before a tariff on the import of grain was passed
which was high enough to be called Canada’s first protective
taplff, The tariff levied emounted to three shillings &
guarter on American whest entering Cenada, Later in the yéar,
additional duties were imposed on American agricultural produce

ineluding livestock, meats, cheese, bubtter and the cconrse grains.
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The duties levied on the import of American livestock vere
an attempt to creabe a dilversiflcation in the agricultural
preduction of Upper (anada. They did sueceed in shubting
out llvestock, and made prices on llvestock rise much higher
in Upper Cenada than in the nelghbouring American states.
Hore tima was devoted to livestock by the farmers, but the
large immigration of the perlod and the extensive canal-
bullding operations golng on in the province together provis
ded a larger, if’ﬁé? sufficlently noticed, outlet than had
theretofore existed, These inareased outlets bogether with

the tariff created a scarelty of livestock which resulted in

higher prices,

“the system of trade which the colonies had bullt wp based on
trade preference, The lmmediste consequence was a peripd of
depression résulting both from falling markets and the gloonmy
p@saimiéw which f£illed the minds of all those who had any
interest in Canadlan trede. The shipping and commercial in-
terests of Montreal and the 5Y. Lawrence were dealt a severe
blow by the loss in trade whilch they had enjoyed under the
preferential tariffs., The agriculburslists of Upper Canads
lost a great portion of thelr export market to the Unilted
States while the milling industry which had sprung up along
the 8t. Lawrence as a result of the protective tariff of 1843

l) &%@*a D» 13)*0



received a death blow,

Repeal of the corn laws necessitated drastic re-
organizatlion of Canadlan commerciael polley. The depresilon
which resulted caused Canadlans to begin to think of methods
of improving thelr economic welfasre. To improve thelr expord
positlion they wanted reciproclbty with the United Btates and
& repeal of the Navigabion Acts. If reciprocity was not
forthooming they felt that annexation was the next best move,
A policy of protectlon began to play an important part in the
gommereial 1ife of the Canadas, In 1849, 1856, 18%8, and
1859 theve were upward revislons in the tariff rates. The
Navigation Acts were pepealed in 1849 and with them went the
idea of a closed colonial empire,.

With incressed ilmpigration indugtrial development
began to teke place in Cenada, and with thils development came
o demand for industrial protection. Canadlan merchants had
hoped that, as a result of the lmposition of higher dutles,
the Imperial Government might retoln the preferences on
colonial timbers and grains. Thils was not the case however,
and in 1849 the preference on grain was removed. It is falrly
certalin In any case that the burden of the Csnadian tariffy in
1847 and 1849 was largely on the Canadlian consumer rather than
on the British mamufacturer 1Cﬁne to the elastlec supply of the

manufactured goods).

1) Meblarmid, op. cit. pe 67,
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With the repeal of the corn laws, the Canadas sought
%o replace the markets lost to thai?»exper% trade by obtaining
reclprocity with the Unlted States. 'Failure to obtain recip-
roglty lmnediately was one of the factors which led to the |
annexation movenment which reached 1lts peak in the summer of

1849, The snnexationlst movement and the delay in obtaining

reslprocity put the case for protection in a stronger position,

Agricultural and industrial protection had already been ovw

idenced in the tariffs of 1843 and 1847, Now a third interest,

the commeralal gr@mpgiraised their volce in a demand for
protection.

The bullding of the first rallways in the 1840-50
period csused a certain amount of interest to turn toward
new industries which were beginning to develop, These inw-
dustries were naturally-sheltered Industries in that thgy
depended move for protectlion on the high rates of btransporta-
tion than on high tariffs. A few farm-machinery factorles
ware started and an infant furniture industry made its
appearance, A few textlle mills began operation to supply
- the home market.

Ganadlang were still interested in reviprocity,
Although there were two changes of administration during the
perled, reciprocity became in 1846 and remained until 1854
an object of governmental @cliay%} The provinces of Cansda

were in the lead in this movement hecsuse Americsn interests

ty of, 185%, Longmans,

l) Mast@fSy De gi’ y ‘ 2CLOY Lran
Green and CO.y Landan, 193s9 D Ba
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had already entered tha'sgﬁaéiaﬁ field while acoess to tﬁe
American maviet was é@ﬁiea Canadlens by high tariffs. In

the Maritimes, the lumbering interests ol Uow Drunswich,
which had suffered seriously as a resullt of the logs of
British preference, were desirous of securing free access to
the United States market. The Executive of New Brunswlek was
so degirous of reclproclty in 1849 that 1%t was oven willing
to allow the entry of Americans te the inshore fisheries if
thal were necessary, In thls it was strongly opposed by Nova
Scoblan flshing Interests, In Prince Eduard Isl&nﬁrtxe lam
gislabure asked for a repeal of the Conventlon of 1318 go
that the Amervicans could be allowed admitiance to the Island
copstal Pisheries. In 1851 an attempt to pain reciprooity
falled, but ln 1854, by giving the Americaas fishing rights
in British Worth American coastal wabters and navigatlon rights
on the 8%, Lawrence and on Canadian canals, negotiationsg Lop

reclproclty were successiully completed.

Reciproeity was well vecelved by sll the countrles
gongerned, By abolishing tariffs on sll important natural
products on both aldes oif the border 1t created a frec trade
area In the northern half of the Amerlcan continent wlthin
which the principle of comparative advanbage could cparata%)
The treaty changed considerably the channels of trade which

had already been established under the influence of tariffs,

1) ﬁ@ﬁi&rmlé\g OB G i § s3 Da 72
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Groain now Llowed from Canada West to the Unlted Stales to
be ground into flour which sometimes found 1ty way into the
Maritine provinces in exchange for Llsh, Fenusylvania's coal
now moved northward into Canads while Meribtime coal flowed

th Into the New Hngland States.

The period ol rsciprﬁeity was halled in Canada a8 a
golden ages, It i@ true that the perlod of reciprocity
@aiaﬁiéed with a @erxa& of prosperity. Progperity, unfort-
wistely dld not stop the wave of protectionism that was growing
in Canada. However, during the first five years of the treaty,
the policy was boward incidental protecilon rather than full
pxaiaatiéﬁs

“hwvw?z*he ond of 185%, duties on iron anﬁ’ssaelg
netalsgy rubber, wool, coradage and partislly processed goods
wverc removed. A two percent duty on meat b8y dadry products
and flour and grain, whieh were already free under the treaty,
was removeds It was al this time that the practics of charging
a praded get of duties on o single commodllys graded according
to quantity, was iniroduceds The next yesr, speoliflc dubles
on whiskey, tea and spirits were incveased. Tho general 1list
wag added ¥o and dutles were lmpoded on some types of gteel,
paper, and some wood products. This upward revision of the
tariff reached its peak in 1858 and 1859 with the passing of
the Cayley and Galt tarilffs.

It is dilffleult to estimate the purpose of these nlgher
tariffs, Cayley in 1858 stated that “the prime purpose of the

tariff was to encourage domestic commerce, and to afford
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incldental protection to Canadlan iaﬁﬁfacturefsﬁ who weri
beginning to articulste gtrongly in favour of pfut&&ti&ﬁ??
fle did not believe thab there would be u»v inereass in
revenue although revenue needs were great, beoause of the
lengthened free 1ist. It ialintéf%sﬁiﬁg te note that the
theme of protoctionism by the nanufacturers was the ®infant
indugtry® argument and they strongly denled any interest in
protection for industries that weres not adapted to (anada..
They declared that low topiffs were hindering the development
of the natural regources of Canadas which was affecting the
flow of immigrants to the %ﬁﬁnﬁfﬁ??
The CGalt tariff of 1859 salthough it indicated sowe
response to thage oriles, was primarily a revenue Larlff with
- 4ts highest dutles on lusury items rather thon on manufactured
goods, Oalt felt that 1t was necessary, though, %o railse the
ﬁafif‘ on mamufastured goods in order to provide revenue o
aid in financing the government-gponsored vailroad and canals
which he pointed out wonld ald both the consumer and the manufac~
turer, in the end, by providing lover transportation costs,..
Unfortunately, however, the Amerleans were beglnning
to view regiprocity as a tool which had Qaﬁwbrn its usefulness.
After the inception of the trealy, American exports te Canada
inereased arprozimgtely thirty per cent, The princinal
exports, ﬁh@ugh,,wmre not manufactured gpoods but rather raw

materials which were Yconvenience® imports.. A8 the troaby

1) Ibld.s ps 77s
2)
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failed to provide an Increased demand foy American manulpge
tured sxports, and as berifi rstes on manafactured goouds were

o

inereaged by the fayley ond Galt tariiys, american us

turers ond varlous governuent offieclals bepan to
abrogation of the treaty, Political prejudice, need fox
revenue, and the protectionist argument caused p bill czlling
Tor abrogatica of the trealy to be passed by the Senate én
March 17th $ 6) ®

Canads Imvedlately embarked upon an atiempt to secure
a new Lreaty but with no effect. Reciproelly was logt to
Caneda, in spite of strong atiempts by nparbtles cn bobh sides
of the border, te bring sbout 1lts renewal, several times dn
the next thirby vears. ‘ |

The period of Reeipreaity-hai bhoen a seviod of
prosperity for Canada, It is doubled, though, that ;f@sp@riﬁy
was the result of veclpruelby. Rather, 1t was o period of
growth and development whiéh would have taken nlate anyvayy
but vhieh was alded by reciproeity., The remerkable growth
of internsl communicatlons tended 4o expand the internal markeb.
Investment in rallrosds, which poured in from Bri 1n§ increased
he wealth of the colonles, Bxternal factors, in the form of
the Crivean Wer and the Americen Clvil Wary caused both Britailn
and the United States to depend on Canada as a suppller of raw
materiels, This inereased demend for materlals resulted in

inereased prices and a rise in commerce in the colonics. The

Reciproclity Treaty, however, did have the effect of increasing
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Canadlan~Anerican trade, and gave a permanent nopthe-soubh
direction to trade. Canadian trade, which was inoreased by
the treaty, did not decline immediately upon abrogation,
bub continued to malntein a high level, The most luportant
economic effect of the treaty and its abrogation was ivs
effect on Confederation,

The abrogation of Reciprocity left Canade flourndering
on the sea of commerde, Agaln 1t was néceggsary to consider
g ney commerelal policy. The colonies had ccweye@aﬁe@
guccessfully ln tneir atiempte to obtain Beciprocity, and
had sgain vorked together in an atiempi to p?%vaﬂivab§0g&ﬁiaﬁ
of the treaty. The prineipal thought then, after sbrogetion,
was tho uniting of the Worth American Colonies into a nation
that would be_stxcng enough to negoblate treaties with other
nations, It was Telt, too, that in o united national in-
ternal trade would provide a maviet large enough to counteract
the ?gssiblé effectg of the loss of the Americen marketd
through abrogation. The agricultural intevests of Canada
Westy the commercial inberests of Montreal, and the coal and
fishing Interests of the Lower Provinces, linked by a great
river systenm and by an inﬁér@oleﬁial rallreoad, could provide
& commercial sygtew whieh would bring prosperlty to all.

| Thus grew the thought of an economic unlon whileh
was but the Lforerunner and pariner of political wvnion which

gave birth on July the first, 1867, to the Dominion of Canada,



At the time of (onfederation, tarliffs in the
Maritimes were conslderably lower than those of the Canadas,
They were egsentially revenue tariffs. Industry in the
Mariltimes was gmall and of a local nature and there was,
therefore no need oy ory for protective tariffs, Shipbullding
had been a major indugtry, ships being bullt for fishlng and
for colonial trade as well as for sale abroad, Bubt with the
advent cf gtean and steel ships thils industyy was rapldly
declining. The economy of the Marltiwe colonles was based
primerily upon the production of a few gtaples for export.
The fishing industry was of prime import with a large export
to the British West Indies and the United States, The lume
bering industry was bullt up on exports to the United Kingdom
with some estports to the United States, Most of the imports
to the Maritimes were manufactured goods imported, in the
main; from Great Britaln, Throughout their tariff history,
revenue then vas the main theme although in the 1820's thers
wae some gentiment towards protection in Nova Scotla, But
although Nova Scotla proteotionists were never very succeggs
ful, their fellow travellers in New Brunswlek faved better.
The New Brunswick tariff had begun to take on a protectionist
slant a3 early as 1827. This tendency continued into the
thirtles and the forties. In 1851, New Brunswick's rate
was 7+ 4 as compored to Wova Beotials 64 4 and Canada's rate

of 12% %.

1) MeDiarmld, Qs G,Lg «y Pa 120,
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Reelproelty increased the exports of the Haritimes
ta>the United S%étesg New Brunswick waes the chief benefactor
as her lumber trade was admitted to the sea-board states
duty free. The Unlted 8tates exports to the Marltimes ine-
areased during this period of free trade but notto as graat
an extent as Maritime exports to her. Trade with Canadsa was
alée strengthened during this period end after the gsbrogatlon
of the treaty it was only natural that the Maritimes would
‘be drawn into an economic union with the rest of the British
North Ame?isan solonles. |

The Maritimers, though, were essenﬁially free %fa&é?%;
The general level of the tarilff at Confederation ranged baw
bween ten and twelve per cent., Spirits were btaxed highly
and were the nmaln source of revenus, All the Mﬁriﬁiﬁg PPOv-
inces had ralsed thely rates at the termination of reciprocity.
The general rates had been doubled from 1851 to 1866, The
purpose was not to provide protectlon, however, but to assist
in finansing public works, partioularly railroads. Thus thér@
was some opposltion expressed to unlon with the Canadas. It
was felt that the commereial policy of the Cenadas 1f applied
to the Maritimes would have a detrimental effect on the sconomy

of the provinces.



CHAPTER II

In Confederation, the colonies hoped to find e
large intevnal trade vwhich would replace the trade lost to
the United 8tates by the termination of the Recliproaily
treaty. It was felt that in a united country wlth each
province so diversified as ragaras to regources and industry,
1t would be possible for each provinee fto act as a supplier
and market to the obhers, By the construction of an inter-
provinelal rallways and by removal of inter-provincial tariffs,
1t was hoped that east~west trade routes wonld be established
to replace the north-gouth btrade routes which hsed been strengthe-
ened by Reciproclty,

Thug on the eve of Confederatlon we have the ag-
ricultural interests of Ontarlo, the merchanits of the §St,
Lavrence, and the fishermen of the Maritimes about to be .
united into a political and economic block which the Fathers
of CGonfederation belleved would be powerful encugh to galn
favourable tvrade relatlons with the Unlted Btates and the
rest of the world, .

| A8 a concession to the Maritimes in the sttempt to
win them over to Confederation, the Cansdas, in 1866, had
lowered their tariff rates t0 bring them more into line with
the revenue tariffs of the Maritimes, Thls was a distinet
ehange from the previous polley of protestion which had been
egtablished with the Cayley and Galt Tarlffs. The change was
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explained by A. T. Oalt, the Finance Minister, in his Budget
Speech of that year., "The poliay of this eountry has been to
make every artliele of natural production lmported into the
province free, and for revenue purposes, to impose dubtles on
all those manufactured articles which it was bhough were gble
to bear the burden, affording at the same time an incldental
amount of protechlion to our own manufacturers. Now we propose
to decrease the dutles on the largest class of manufactured
goods entering the country and to btake them off altogether
from those articles, whileh, to a great @xﬁanﬁgxanﬁer into the
manufacture of other articles in this aauﬁtry“%)

The purpose of the change wag exprossed more clearly
in 1868 by 8ir John Rose in his Budgeht 8Speech when he sald,
"we desire that these should be in the direction of eonell-
lating our friends in the Marltime Provinces, and, we desire
not to restrict our intercourse with the Unlted 8tabtes, at the
pregent mem@ntgg)

As s regult of this changey the general list was
reduced from twenby to fifteen per cont, Protective bariffs
on textlles, farm machinery and mebal goods were reduced,
ganerally by flve per cent. Natural products which had pre~
viously been admltted on the free 115t under the terms of

reciprooity were agaln placed on the duty list,

1)

2)

3) For a more deballed statement of the tariff changes see
HeDiarmld, 9p. oit., p. 128,




At this time the principle for the evaluatlon of
goods for ad valorem duly purposes was very explicitly
gtated. "The falr merkel value for duty, of goods inmported
Anto this Provinee, shall be the falv market value of such
goods in the prineipal markets of the counbry vhence the
some were szported directly to CansdaWe,...ve.This principle
of valuatlon wags carried over into the post-Confederation
ari€E of the Dominions ;
Worthy of note alpo was the &d@pﬁiaﬁg at this %imgg.
holes, This duby

of an export duty on sawn logs and shingle
was $1.00 per thousand board feet on pine aud ?Qg per thousand
on gpruce, when dezbined for any market other %héﬁ'%?itizh
North America. This tarifi was levied, in retaliation, .
sgainst the high Awericen lumber tarlff of 20% which went
into effect in that year, Canadlan lumbermen were Jeslous
of aompetitors who gould take home raw malerlsl to be menuface
tured behind a tariff wall and sold against the Ganadisn
product in a protected market, Cansdisng also %h@u ht that
they sh&g;& have the benefiits of manuflacturing Cenedian raw
naterial, _

Some protective dutles were retalned by the bLariff
of 1866, Bugar, soap and 1lluminating olls were stlll

nyrotected, But in geﬂeral the tariff was a rovenue tariff,

1) MeDlarmid, gg, gibes ps 129, quoting from 29 and 30 Vigt.g
C., 6, se& Soc, 11, brovineial,

2) La;ar, As Bey et al., fhe North American Assauli on bhe
anadisn Forest, The By&r$cn Pregg, Toronto, 1938, p. L5k,



The first Dominlon tariff, in 1867, continued the
basic rates of the 1866 tariff with s fev minor ehanges.
The export duty on timber and timber products was repealed
~and the duty on flour was halved. There were, however no
major changes in the tariff until 1870, During this early
period of confederation protectionist interest waned. It
was felt that ?ééip?ﬁﬁiﬁy.wiﬁh the United States could still
be regained snd nothing that would Interfere with negobleablions
was ho be permitted, In the early tariffs Canada held out
offers for reciprocity in fish, Llumber, gralns and animals
to the United States but to no avail,

In 1870, Gonadlsne obtained a preview of what wss to
happen in the nesr futures vhen, in that year Sir John A
MoDonald attempted to Introduce a Naltlonal Polley tariff.
buties were increased by five per cent of the wvalus of the
goods, New duties were placed on coal, salt, flour, meal,

wheat and hops, whieh previcus to thig had heen on the free

A duty of £ifty ﬁ@nts‘a ton was placed on coal and
eolke, the ides belng that the duty would elther cause repesl
by the United States of thelr tariff on coal, or else would
extend the ma%ke% of Nova Scotlen ¢oal west of Montresal.
8imilarly a duty of five cents a bushel wes levied on sald
as o retallatory duty against the Tnited Btates. The tariff
was also intended to provide proteotion to agriculbure by its

duty of twenty~-five cente a barrel on flour, and by ite duties



on cereals. Agaln, retaliatlon was cne of the prime purposes,
but it was also felt that this Tariff would provide o reburn
carpgo for those steanmers bringing cosl from the Maritlumes to
Montreal.

As a retaliabory measure, the Act of 1870 was a
failuf&% The United B8tates was not influenced, by these
haragsing dutles, towards a return to roe iprocity. The Act
falled to arouse any public sentiment in Canada towards g
national polliey, ond in the following year the act wps vepealed,
Canadian consunmers did nobt take kindly to Ilroreased coal and
flaar bills. The goverrment wasobiilged by popular denend
to remove the duties on grain and flowr, and o petiition fro:
the YMontreal Corn Exchange urged "the propriety of throwing
off the dutles on the necessaries of Qife in ardav to render
this countyry a cheaper one o line ﬁnﬁ |

Canads was Jjust beginning, at the time of Confederabion,
to enter the industrisl age, and during the following decade
indusﬁrializétiong-as a result of natural growbth, incressed
to such an extent, that by 1878 the monufzoturing and induse
trlal interests began to carry welght in Canadlen @Qliﬁiﬁﬁ;
Agitation for protective tariffs had begun in the 18407s bub
had waned with prosperity and was further stilled by attempts
to regain reciprocity with the United States, During this

period, Canadals exporis bto the United States had excesded.

1)  Porritt, B., Sixty X
and Co. uondan, 1

2) Chomley, C. He, Erobection In Canadg and Australosi:
King and Son, London, 190%, pa 2 .
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her imports from that counbry. Prosperity due to ingroased
immigration, reclprocity, and the demands of the Civil War
had tended to gtill all desires for protection. But with
the depression of 1673, and the failmye of attempts to gain
rooiprocity in that year, Canada bogan to move towards g
policy of higher terlff.

By 18?% 1t wag necessary to increase the rate on
the general 1iilst of 174 7 because of revenue difficulties,
The ten per cent 1ist was lengﬁhanéé by adding iltems which
had previously been on the free list. Dubles on tes and
coffes of 3 and U cents and 2 and 3 cents were re~imposed.
A flve per cent duty was placed on iron and steel. These
changes tended to ralse the averoge robte of the duty to
twenty'and a helf per cent. There was no attenpt, however,
%o levy any probtectlon tariffs to favour any particular
group, in spite of the demands for protecstion for labour
and im&uﬁtry which had been made, These rates vemained sube
gstoatlally the same until 1878, The economice philosophy
wag that of laissez-falre ln commereisl policy, though {ig-
cal necessitles made its practicel realization impesgible%g

Although Canada had made some progress towards
industrializetion, the industries were of such a type that
with slight exception they were in no need of protection
by tariff. In the majority of cases the ia@gsﬁry was of

a small, naturallyesheltered type., In the case of bulk

preesy

L)  MeDiarmid, gb. Git ., Pe 143,
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machinery monufacture, the high trangportation costs provided
the nocesgary protection,. But as a result of the dezresslon
of i&?E there was o clamouy for protection,. The ”"nu?nctwrar$
vere hayd hit, with the nilling industry and the baot and shoe
industry sufd sr}ag the mogt, . Canodiag monulocinrers waﬁtéd
unresﬁricﬁaé recinrocity with the Tmited Siates,. They fell
that with thely cheap labour, due to unres t?iﬂ:@d Jamigiation,
and rayv matordals they could compete with the rest of the

wordd,. Bul 1T reclprocliy was not svallable, they demended

hlzgh protection tariffs to counter the Lorrisers vhieh had
been ralsed agalnst them by the United Stetes.. Mozt of the
popular support for protection stemned from this cosire Lo
use protection as g wegpon wilth which to battle the high
»grot@stive tarlifs of the Uniled Stabes,.

In 1876, the Conservative party adopbed a protectionist
policy for Canada as thelr latforn. The Liberal p““iV.SﬁGDQ
by a lalssez-falre polley.. The manufacturers of Ontarvio had
unlted lnto a Manufacturerst Associatilon of Cntaric, and gave
strong support to the Conserveblve carpalgn, In 1877 the
Domlnicon Board Trade adopted a motion in favour of protectlon.

Arpunents for protection vere nunerous, It was
stated that Amerlcan Iindustry had been founded and fogiered
by protection bariffe.. Why should Canada not follow the
same patterny The *infant industry® argument and the Wivers-
ification of emplovment® argument were both used succesfully..

The ﬁana«ac*trey believed thot they would be able to export

to bebter advantoese il the hone narket woere reserved for them,
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Whother Conads, which was so spersely settled and so
slizhtly industrialized, could withstand the strain of

comm@rcia% isolation ar not waes probably never argued
gtrongly. The substance of the arguments moy begt be

sumrod up in the words of o resolntion submitted by Sir
John Maedonald to the House of Commons in 1878, It resd,

This house ls of the opinion that bhe welfare
of Canade requlres the adoption of a Watlional Policy,
which by a judicious roaﬂdaStms&t o the tapiff,
will benefit and fogter the agricultural, the mining,
the monufacturing, and e%hef lﬂi@?@ ta a% the Domlniong
that such a policey will retaln in Jonoada thousands
cs*f' our m;l mwegmmwmn whcz are noy obliged to

é&n”ed ther at h&m@* will vesﬁeré g%a
strugsling “ﬂﬁd&bfﬁﬁd now so sadly doprc sseL9 widl
provent Conada from belug uadh a secrifice markets
willl encouraze and éevalag an active i&t@?wQEGVAQanl
trade; and moving, as 1t ought %o do, 1n tho dir@cﬁian
05 & faeéerac¢ty of tarisis with our neighbours

faor as the varled interests of Cansda may éeman§§ wi?l
“rodt?v tend to pruaaze cor this ecunitry eventually

f raciprueiﬁy of trade. ?3

With these ayruments for probection and a slogan
of national pelicy the Conservatives swept o power under
the leadership of 8ir John 4. Macdonald, and in 1879 set
in foroe a program of hich protechlon under the name of

¥ational Policy.

1) For a clear study of the arguments used against protection
see Porrlit, on. clli., op. 135-6,

2} Amzeti'? D ﬁ*g u,g;

v » " : i&%‘ _:, . .‘,‘ o 4 = :»vy X
poligy, Ryerson Pross, 19% ng
Cannda, House of Gommﬁns Lebates9 “18 789 pa




CHAPTER III

As has been polnted out in the previous chapter the
protection tardffs introduced In 1879 were the result of
pressuras brought about to further Canadlan industrislization
for a Cenadlan market and not for a Noerth Amerlcan marvket,

The resulting tariff gave wldespread protection, not only to

the advantage of the manufacturer but to that of the agricultur-

alist as well. It was stabted by the Conservatlves that the
Natlonal Policy would produce a balansed economy by glving the
farmer a market at home a8 well a$ abroad. And yet it was the
manufacturers wvho participated in and claiwmed the eredlt for
drafting the bariff schedule.

With the introduction of the Naltlonal Poliey the
Ganadian tarlff form was completely altered, It still carrled
the provision that If the Unlted States vemoved her tariffs on
agricultural products and other raw materials that Canada
would reclprocate., The Aet still retained an extensive freo
list and those goods which were essentisl to the development
of Canadlan industry were admitted duty~free. Aside from
these characteristics the nevw tarlff was completely changed
in form. The previous method of charglng ad valovem rates
was changed to a system using both gpeciflc and ad velorem
duties. Thls system was used in the more highly protected

schednles and was usged wlth the purpose of upholding revenues



in Yimes of falling prices.

The simple schedules avranged in flve and ten per
cent steps were replaced by'a complicated elagsification of
rates acgording to the degree of processing. It is, there-
fore, diffleult to offer in this work a complebe schedule of
the tarifx,) The general llst wag inereased from seventeen
and & half to twenbty per cent, The most important increases

affected those industrles for whilch compebing impﬁrﬁs had
| been lafge, cotton and woollen textiles, and lron and steel
preduets;

The coal industry, which at that time was concentrated
in the Maritimes, received preference in that a fifty cent per
ton duty (inafeased to slxty in the followlng year) was placed
“on eoal and cokes Thé iron and steel industry recelved protect-
lon which was inoreased in the later years of the poliey. 4
duty of $2,00 per ton was levied on plg and scrap irvoni rolled
fron was taxed at 174% whille forgings were admitted al twenty
peor cent, Steel Ingots, which were not produced in Canada Ho
any exbent, were admitted free for the time being. The duty
on other iron products ranged from ten to seventeen and a half
per cent, Machinery manufactured, or which could be manufactured,
in Cansde was subject to a duty of 25% while other mechinery
was admitted free, Agricultursl implements were moved up to

the twenty-five per cent classification.

1) F@r a more detalled study of the schedule see MoDiarmid,
Bites pp. 161-1635 also Mackintosh, op. oty ps 19,

2) f‘i&@kﬁin’tGShg D .. ; §- » D 19.
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Protection to the farmer was provided by a duty of
ten cents per bushel on oats and fifteen cenbs on wheat and
bari@y; Flour was dutiable at the rate of fifty cents per
barrel, Cattle were admitted under a twenty per cent duty
and, in order to ald the dairy industry, butter was charged
at the rate of four cenis a pound. Urder the new bariff,
the Qutles on cotton textile goods ranged from twenty to
thirvty-four point four per cent, Manufactured cotton goods
were taxed at thlrty per centi the ratlo Qﬁ woollens was
thirty one per tent while 3ilk plecs goods were dutlable at
thirty per cent. |

The protection which was established by the tariff
of 1879 wos meximized in the next decade as the raltes were
inoreased elong with industrial expansion, In 1881, manufac-
tured products, or nabural goods lmported into Canads for use
in Canadlan manufacturing industries, could be placed on the
free 11st by order ~ in = councll, An inervease of five per
ocent on a few commodities was imposed in 1882 while the duty
on sorap iron was reduced to $1.00, The following years saw
slight changes in the terdff, each change designed to make
the tarlff more protective than before, In 1683, the tariff
on farm maahiﬁery‘was inereased to thirty-five per cent,
8teel ingots, whlch had previously been on the free list,
wers now dutiable at five dollars ﬁer ton, In the following
year, steel beams and plates used in ship-bullding were placed
on the free llast in order te aild the Meritime ship-building
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industry. In 1884, in arﬂeﬁ to strike a blow at American
sugay refilners, a two and a half per cent differential was
granted on sugar imported into Cansda direetly from the
country of origin., As a further protectlon to Canadian
manufacturers, fovelgn-made parts which were not on the
duty 1list were charged In proportion to thelyr valus in the
Pinished product,

By 1884 the general rate had reached an all-time
high of approximgbtely twenty-five per cent., The peak, how-
ever, had not been reached. Throughout this whole period of
National Policy manufscturers who wielded sny political lne
fluence at all were usually granted all the protection they
desired. |

In 1865 the government was £aced with a deficlt as
a result of the difficulties arising from the depression of
1883 In order to neet the dafiéit; the duty was increased
on tobaccos, spilrits, and other commoditlies of a luxury natura.

With further concession to the iron and steel industry
the form maehinery industry and the textile manufacturers in
1857, tﬁé tarliff reached lts highest level with a general rate
of approximetely thirty per cent. From that year onward there
was a gradual decrease in the level of the barilif.

4 trend towards tavdff modificatlion appeared in 1890,
Ad valorem rates began to take prefervence over gpecific rates,
Protestlion dutles placed on some artieles,; in the hope that
they would be menulsctured in Canada, were removed when 1t

appeared that the industyy could not be fogtered, Bub
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protection for the securibty of esteblished industries on
the domestic market was still ensured. Proteetion policy
now seemed to be for the "security of vested Intersstsh
rather than for Winfant Industry® prate&tian} The rates
on woollens were increased by two and o half cents per péund
in that year, while in the following year the duty on flour
was ralsed from £ifty to seventy-flve cents. The sugay
refining industry in 1891 also recelved encouragement when
the duty on rew gugar imported directly was removed., The
Canadien suger beet industry was sided, however, by a bounty
of $1.00 per hundred pounds,

By 189% the agrarian interests had wolded themselves

togethey to exert a paliﬁiéél pressure that could be felt

- oyer the protectionlst influence of the manufacturers, A

ags result there was a veductlon in fariffs on farm machlinery,
iron and steel productd, and cotton texbiles, The duby on
the maina§reup.¢f farm machines was reduced from 35 to 20
per cent., These were the last changes in the seples of pro«
tectlive tariffs under the National Policy. But by this tine
an effectlve tariff barrler, reinforced by protective admine

latrative features, had been erected.

It 18 difficult to ascortaln the value of the
protective tariifs of ﬁhé National Policy. True, statlsties

indicpte that during the verlod industyy gained a firm footw

1) MeDiarmid, Sommerciel Poliey, p. 175
2)  Ibid, p. 178,




hold in Canada., Trade expanded duvring the period, Tmne
izvation incressed the populabion, and the frontler was
pushed back to Inoclude the great grainegrowing ares of the
West, But too many factors asre involwed %o make possible
an estimate of the effects which were actually o result of
the Nablonal Polley and those which were caused by other
factors,

The years preceding the Natlongl Poliey had been o
period of hardship to Canadlans, Thérg had been, throughout
the world, a commerelal dayressi@§ which had forced ths
Liberels in 1879 to inecrease the %éﬁ@ﬁﬁé tarlf? In order to
neot  budgebary deficlb, But this vevenue tariff with 1ts
high rate, falling upon the poorer classes, tendad to arouse
& olamour for probtection. Hveryvhere there was dissatisfaotion
with the revenue tariff and demends for protective dubles %o
eliminate Anerican inroads into Canadlaen home commerce. Butb
by the time protection was introduced the worst effccts of the
depregsion had disappeared and the world was well on the road
to resovery. Cheaper transportation costs, the falling prices
of manufactured lmports, poor crops in Britaln and sbundant
erops in Canada, all helped to make the balance of trade
Pavourable to (anada, Therefore for the flrst perlod there
was no strong eriticism levelled against the policy, although
a8 the price level rose the impact of the new dubled was great,
After 18863 falling prices mitigated the effects of the tariff
except in those éas@s where specific dutles applied. Deflatione

ary seculsr forces oreabed economie conditions in which the
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new policy was seversly tested, Falling world prices tended
o cut off exbernal markets and cause a shrinking of the home
market, An indilcstlon of the prlee decline may be gathered
from Table 1,

“WholLesnlo , Grains  Animals
Prieégafi70 Hxports  Inports and Iang Tron
- lommodities et ——— KL Meats
O7T730esel00 106 100 100 100 100
188}35;§.q= ;9 91 ?% gs 90 gl
189 *?3,;;; ?g ?? 69 ;3 9% Zg
1 NOURR <L TS - ¢ SR - SO < ¢ 8

ﬂ@ﬁf@&f ﬂﬁipg?t on Dominlon-Provineial Relations, 1. p. 528,
Goupled with fall@ég world prices was the lack of
population growth in Canade, Although the govermment made
gtrong attenmpts to induce lmmigratlon, in the main the efford
was wsuccessful.  In splte of the opening of the West and
the vompletion of the Canadian Pacific Rallway in 1885, the
rate of populatlon growth dropped from 17 per cent in the
period 1871-81 to 11.7 in the period 1881-9%, It is possible
that this slouwness of growbth was dug in part to the high '
barlll in foreey which, by decrsasing the prosperity and
ﬁhe?efera retarding the growth ef the bagle 1ndugtrias,1§ew
tavded, in like manner, the grcwﬁm of the whole country.
Thus falling prices and the s»agnatiem,af the Bast tended to
restrict oublets for domestic Industry and impairaﬁ the paséibilﬁ

1ty of the National P@licy becoming an agent of prosperity.

1)  Dyruryy, B. G,y Forts of Folly, Ryerson Presg,; Toranto,

193“? Po 89:




The chilef beneficiaries of the protection tariffs
which were levied under the National Poliey were the
manufaeté?iﬁg industries, in particular the iron and

steel, farm machinery, and textlile industrles.

Aron and Steel Industrys
When the national policy was First Introduced,

the povernment expected g great development in the iron
and steel industry., It was antleipated that the iron in-
. Austry wonld spring up all over the country. It was hoped
thet Ganada's natural reseurces would be developod and thet
iron would be worked ln every province, Qoncomlitent with
this aypea%aﬁion was the anticipation that the cosl produge
tion of the country would be greatly stimulated and tazxed to
its 1limits, With this in wmind, the government abolished the
duty on anthracite coal in 18467, in order to chedk ore exports
to the United States and to further the iron industry in Ontario,
' Protection was expected also to be a bensfit to the
labouring class., The teriff of 1887, based on the Amerlcan
iron end steel schedule, gave protection in proportion to the
amount of labour involwved in production, lesst proteetinﬁ on
rav W*terials, more on intermediate products ond most on
finished'artieles,j The growth of the industry was expected
to provide an incressed market for labour in all phases of
pzoductione

The government also explained the need for encouraging

1) Benaﬁa, d‘ J; Aoy
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the industry bedause of the heavy inltial expendiiures 1o
gulred in prospecting, development of the mlnes and construction
of plants. It was polnted out that the lron and steel industrles
in both Great Britaln and the Unlted States were developed undey
high vroboetive tariifs.

In 1879, there was only one plant p?adméing in Canada
and that was at Londonderry, Wovea Scobtls. Thls plant took
adventage of the duby, of shipping chavges, and of the cogt of
insurance on forelgn iron; the price of its product was aprrox-
imately $2.00 per ton more than the price of iron in England,
When bay iron at Philadelphla was sold for a 1ittle over a
dollar per hundred f@ighﬁ in 188%, 1t was quoted as over two
dollars in Montreal. Thus to the benefil of the Canadisn
industery, but to the detriment of the consumer, prices vere
malntained at z higher lovel than in other GD&ﬁﬁfi@SQ'

As a result of the increase In producing glanﬁs because
of the tarifff)-pria@kauﬁtimg became evident in ﬁﬁaAéaﬁkﬁting
of the finished produst. To prevent thiz eut-throat competition
opganizations of producors snrong un to keep prices uniforw,

The tariff thus was responsible to a certain depree for the
combination and price fixing vhich avose in the Industey,. A
great gotree of complaint against the iron and steel companies
oame from theéé nonufacturers vho ngsed iron and steel in their
products. They clalimed that the high costs of steel and iron

inoressed the price of thelr finished prsdueté to such a depgree

1) Lhid, p. 95,
2) An increase from one plant in 1879 to 29 plants in 1891.
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that the demend for their product fell off, The manufacturors
of agricultural ilmplements, the most important producers of
finished products, complained that the rolling mills hed
prospered under the protection of a thirty-five per cent

tard£f until, becoming too extenslve for the consuming capacity
of ﬁha,cauﬁﬁf§, they had failé@ and heen forced into combina~
ﬁi@ﬂsi | _

The dubies on iron and gheel, then, dld not eliminate
all the difficuliles that had prevalled at the introduetion of
the National Policy. All phases of the industﬁy'damandea‘an&
eontinned o demend proteoction, The lmpact of the duties on |
the finlshed produet fell upon the consumey while the lmpaetb
of the duty on secondary products fell on the consuming menufag-
turers, In turn the rolling-mill interests opposed lncreased
duty on scrap and plg lron as they received the ilmpact of
these dubles. The bounty systen was introdueced to eliminate
gome of these diffioultles, In 1883 a bounty was glven on
plg dron made from Cansdion ore, Agaln in 189% when the duty
on puddled iron was reduced, under pressure, fyom $9.00 to
$5.00 a ton, a bounbty om this product wvas granted to offseb
" the reduction., In spite of thls bounty 1t was still necessary
to import half the plg iron used,

It is difficeult to determine the exact effoct of the
tariff and bounty systems on the industery during the perilod,
Much of the growth of the industry can be attributed to the

incressed demand for the product, to the growth of corporate

1) Ibld, Ds 994



business and to the abllity of the finishing stages Ilndustry

to opervate on a small local scale, The tariff 4did provide a
gtimulus in several cases, The Amnapolis Iron Cowpany pub

1ts furnaces In operation followlng the granting of guunfies

on puddled bars and the dncrease of dutles on sorap iron.
Provection seemed to encourage the finlshing industry nove

than the prlmary and secondary industry. In some coses
pr@teéﬁicﬂ was 80 high that, as already pointed ocul, overw
production resulted in combines and prlee fixing. The gecundary
industry expanded because of the cheapness of raw wabtoriasls.

The ;rim&sy industry in most cases started because of natural
advantages or technical conditions that favoured its growta
rather than as a vesult of protection. The policy of probtection,
then, was probably a mlstake, The ineldence of the tariff on
the finished produact fell on the consumer and rosulied in

much inequallty and injustice, A8 we have pointed oub, pro=-

tectlon did not lead 0 development of the primary industyry

as was antlelpated,

The development of the textlile Industry has laken
placs ws a EGSRit of the silft from domestic to factory producs
tion and the encouragement of manufacturing wnder bthe Protective

?)
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Cotton manufacturing in Canada had commenced in 184k,
Growth of the industry was slows however, untll the Americen
Civil War initlated a boom era. By 1865 five wills were

operating with a total eapacity of 0,000 splndles, Kxpansion

of the industry coesed temporarily wilth the termination of
nostilities but by 1871 there were nine mills in Caneda.

With the establishment of the National Polley the industyy
rapldly developed, E@iween 1878 and 1835 soventeen sotton
mills were established. The most rapid growth, relatively,
took place in the Moritinmes, but the greatest absolunte growth
ocourred in Quebea., The expansion during the sarly elghtles
was moye than sufficlent to meeb the domestle deomand. 48 a
reault; the industry could not operate at full capaclty. The
over-gapacity was relileved somewhat by th@}gstahlishmaﬂt of

2 print industry in 188%, and labter when the Cenadlan Pacific
Rallway was completed exports were made to China which further
encouraged the industry. This exvort trade wos carrled on in
the face of British and American competition until an incroage
ing domestic denmand in the garly twenileth eamtﬁry led to its
abandonment.,

Tn 1887 a price fixling sssoelation was formed ecalled
the Dominion Cotton Menufacturers! Assoclation, The group
consisted of all the mills in the country wllh one exceptlon.
In 1890, steps were taken to merge a number of the mills

under one company. In 1892 a similar merger took place with

1) Ipid, p. 33.
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the result that by that year nineteen of the twanﬁyésix
gotton mills in Canada were united in two large companies,
The amalgamation seems to have been intended to bring the
mills praéuéing similar lines under one control, There is
no doubt that these me?geys areated such @éﬁﬁrel ovey
pr&duetis& that prices could be adjusted to please the
oyners. Retrenghment and the elosing down of some of the
smaller firms$ increased the hold of these two combinations
over the industyy, That the industry bensfited by the
probective Lariff can be ascertained in that lmports of raw
gsotton rose from 11,479,000 pounds in 1879 to 34,550,000
pounds by 1890. The tariff for the industry rose from gevens
toen and e hall per cent in 1878 to a high of approximately
thirty two and a half per cent in 1887,

‘The Woollen Industry starbed in Canada as o demesgtic
hendicraft industry and remalned so until well Into the nine-
teenth century. The growth of the factory system began around
1850 and recelived a strong stimulus when, upon the abrogation
of reciproclty, the United States piaeeﬂ a high tariff on
iméerted rav wool. WWith the insugurstion of the National
Policy, came the development of larger mills snd the gradual
diseppearance of the customs carding and fulling mills and
the cusbom weaving and small one-seb mills;%) From 1870 to
1890 the number of firms increasod by 107 with an increase in
the valug of production of $1,7L0,000, During the period of
the National Pollcy the tariff increased from 174 to 30-35%.

1) Ibid, ps M2,
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The Knlt Goods Industry was stimulated by the proe-
tectlive bariff, The industry expanded o averﬁeapaeitynbut
vas saved by the opening of a market in the North Wests The
protective tariff had the effect of stopping imporitation al-
together in this field,

All the branches of the Industry appear to have
reecived o stimulug under protection. The woollen industry
roached i1ts pesk in the last five years of the policy while
the knit goods industry attained 1ts maturity. We can then
conclude that the National Poliey had provided a strong
inpetus to the growth of the textile indushry.

The. Born Hochlnery Industrys
The farwmemachinery industery was already well estabe

lished by the time the National Polley wes put into effects
Undeyr the probective tariff expansion of the industyy took
place, to be followed later by mergers and combinations.
Although there wag an increase in capital investument and
labour in the industry, the production increased abt a greater
rate a8 a result of greabter efflcliency and technological
improvements, Caplbalization increased by about 90%, the
number of labourers by 874, and the value of product by 106%
between 1879 and 188§f

In Ontario and Quebeg, the local manufacturers monop=
olized the market, but in the west, until the Canadlan Paciflec

Rallway was completed, there wes 8tiff competition from

1) McDiarmlid, gpe gite, s 194,
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Anmevican producers. Imports rose to a peak in 1885 but
declined from that date to 1390 vhen there was an upward
trend vesulting from imports of machinery consldered imprac~
tical to manufacture in Canada.

The distance of the manufacturing plants from the
wastern narket, coupled witﬁ the dravback features of the
bariff, caused the manufazecturers to bulld up thely export -
trafle. Tn 1890 about five ner cent of the gross oubput of
the industry was being exported end for the first time the
Dominion had an active trade baianee%)

Canadisn menulacture of farm machinery was ptimulated
by the tariff. During the period of the National Policy there
was & dowmward trend of prlees in the industry es a result of
mechanlcal lwmprovements, incressed production, and stiff
competition, It 1s doubtful, had there been no tariffs, that
Canadlan manufacturers could have competed successfully wlth
Awerlcan manufacturers. It 1s trus, thal the tariff did keep
Canadlen prices slightly higher than Americans This was a
heavier burden to the Western farmer who lmported his machinery
then 1t was to the Ontario farmer who, being near the Canadlen.

manmfacﬁurer; could meke his purchases ab o lower cost, |

Under the Natlonal Poliey, the batitle for the treasure
of the Canadlan pine forests, which were the most important

wood of that tim@g waged for a generatlon betwsen Canadian

1) Mg Pe 19?0
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and Amerlcan lumbevmen, was fought with the familior vespons
of the tariff « import and export &gtiesf)
n abrogation of thse reciprocity treaty there was,
sontrary to expechations, an increase in lumber exports to
the United States., The yvear 1866 saw a decrease in trade as
a result of the twenby per cent Ameyrican duty levied on ilmporis
pnd the Canadlun export dubties mentloned in the previocus chape
ter. Amerilcan demand after the war was atrong encugh to overw
cone the twenly per cent duty, and trade wes brisk and increasing
until the depression of 1&??; In 1870 the United States pub
saw-logs on the free list, one of the first indloations of
dependenca on raw materlal from abroad, and in 1872 changed
the ad veloren duby on lumber to a specifiec duty of two dollars
'?&r thousand, The affaéﬁ of the change was %o bar entrance to
the poorer prades of lumber, perhaps no bad thing for Canadlan
fazes%s%j Lumber shipments iram'emtaria and Yuaboee Lo the
United ﬁtﬁt?s inereased from $5,500,000 1n.1868+69 to $9,500,000
. in 1872-737 .
The lumber trade wag one of the flrst suffevers fron
the depression of 1873, as -a result of the contraction of
construction work in the Uniﬁed States. With prosperity
returning ot the time of the NWational Polley, Amerlican demand

for lumber was rastored and trade improved again., Canada in

1)

pt 156. qaotiﬂg Rs 8. White, Gener
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1886 increased her export duty to $2.00 per thousend board
feel, As a result of this duty, soveral Awerican firms

bogan sawing in Canada in preference to having the Canadlan
logs Tloated to mills in Michigen to be sawn there, In 1868
the sxport duty was increased to $3.00 but in the following
year it was redused to $2.00 agaln in the hopes that arb-
itration would bring about a reduetion in the Ameriecan tariff.
Thess hopes vere realised in 1890 when the American duby was
roduced to one dollars At thls time the Cenadlan export duty
was removed,

4 deeline in the industry became evident in 1891 and
contlimed for soveral vears, Although blamed by the lunmbere
men on the vemoval of the export duty, the decline was rather
a reflection of the geaneral state of the times,

Tn 189% the Unlted Btates removed the remaining taviff
and free trade in lumber vreveiled uatil 1897, This fres
trade, however, dld notv bering about an increased trade
hecause of depressed conditions in the United Stated.

The National Polley did not have a preat effect on
the lumbering industry, Although the industry reached 1ts
peak in this perlod, its phenomenel growth is attributed to
incressed demend for lumber for consiructlon purposes, and
to better transportation ss a rvesult of the construction of
railrosds and canals.

The export duties levied were successful in that they

brought about a reduction in the Amerilecan import tariff. It
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appears, hovever, that the lumbering industry is more
dependent on world conditions and the general level of

progsperity in the lmporting country than upon tarlifs.

Agriculburallsts were the first group to demend
protective tarifis in Cenade. In 1843 they petitioned
gsuccessfnlly for a tarlff to protect them from American
Foarmers who were selling their produce in Canada, In 1373
the farmers were still in accord with a protectionist
policys éﬂ that yeayr they urged direct sgrieultural pro-
toetion, the imposition of protective duties on farn p?aauéggx
$o natelr the creased dubtles asdveeabed by Congservatives forﬁ
nomafaetured zood %%) With the introductlon of the Natlonal
Folicy, some ﬁrﬂbeetian was provided to the farmﬁf in the
way of dubty on wheat and other grains. The tarlff, however,
was not enough elther to prevent or Go provide a curs foy
the farwmer's suffering in the depression of the early eighties,
The agy riculturalists realized thatb they did not have much to
gain under a policy of probtection. When the supply of grain
is lossz than the demand the people naturally complain of the
high price; but when there is an @poWﬁwaﬂg surplug, %he
world price determines the amount that the farmer will recelve,
Thus protectlon is useless to the farmer, at such btiwes.

When the farm interests realized this they united together

1) F@fu@g v, Cuy Loy, University
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in Grange movements and pebitioned for reductions in the
tariff as they were galning nothing from the tariff except
incresszed prices pald for manufactured goods, They sought
the removal of dubles on farm machinery, coal oil, fencing,
and other essentials of farming.

In the West, the farmers were interested only in
the forelgn markets and so were not gbttracted by the sppeal
of a National Polley. It was the Western farm interests
united with Maritime free trade interests who brought the
Liberals back to power in 1896 in hopes of a pollcy of teriff

for revenue only,

The Conservatives,; 1In adopting the Natlonal ?aliey;
8511l had hopes of reciprocity with the Unlted States. As
has been pointed out before, in the tariff of 1879, certain
articles were listed which would be admitted duty-free by the
Dominion if the Americans would admit the same articles dutyw
free o the United States. During the period of Nahblonal
Foliey several invitations were extended to the United States
to engage In reolprooity talks, bub from these no return to
free trade resulted. In 1883, the United States offered to
admit certain raw materials free if Canads would reciprocate
but the proposal was turned down becanse the 1list 4id not
contain all the articles enumerated in the list provided in
the tapiff of 1879, Negotiations were continued, and in 1886
8ir Charles Tupper offered reciprocity in any avticles
asceptable to both countriess but he found thal Americaens
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would not barter fishing priﬁ;leges for ra@ipreaity%) The
fisherles controversy created much friection which resulbed
in failure of proposals for reciprocity in both 1886 and 1887,

As fééiy?é@iﬁy attempts met with continusl fallure a
new trend of thought beeame evident in certaln circles in
both countries, A% an alternative to reciprooity, Gommercial
union of the twe countries was suggested, The 1@@é was i
implanted in groups of government officlals in both countries,
Ontario and Maritime farmers adopted it as a method of breaking
the high tariffe %hi@h4ware burdening them. The m@?éﬁ&ﬁﬁ
gainéé strength in the middle eightles but in 1888 a resolu-
ti@é asking the President to consider sommercial unlon or
reciprodity was defeated in the Senmbte. In the Canadian
elections of 1887 the tariff was not made an lssue.

The agltatlon towards a commercisl unlon was gradually
raplaced by a demand for reciprocity. NWove Beotlda was full of
- secessionists beoause of the high tariff, and all the provinces
were dlgssatisfied with the Eﬁmiﬁiaﬁ flnenclal paliey% In 1888
and 1889 the Liberals made official motions for unrestricted
reciproeity. They pointed oub the economic dlstress and heavy
taxation in Canada, They oclaimed that the high terlff was
causing mess emigration to the United States, Arguments for

reeiproeity polnted out that only a few intorests were benefited

1) 167, quoting Maodonald Pagera;

iarmid, ODs LLlley
oo T 1888, I, Negotiations of 187488,

2) A Relatlons, Volume 1, p. 55.
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by the National Polioy. The Conservatives pointed cub that
reciprocity would make the north-south trade routes stronger
and that Britain would be the loser of much trade to the
United States. The electlion of 1891 was fought on the recipro=
city vs. tariff grounds. The Conservatives managed to retain
power through the backing of the Canadlsn Manufacturers?
Assoclation and the CGanadian Pagifie Rallway. From then ong
the administrations in both countrles opposing reciprocity

ag they did, all efforts towards that end were doomed to
failure, Although stiempts were made in 1892 and 1893 no-
thing came of them, and by 1896 inbterest in reciproeity had
dled aways

Under the National Polley there was considerable
expansion 1n CGanadlan industry. That the protective btariff
influenced this expansion is not doubted. Durling the period
there wag a shift from small firms to iargar industrial
'5rganizatisnsg without protection it is posaible that these
smaller firms would have been overrun and absorbed by thely
larger Ameriecan counterparts which had grown rapidly under
protection,

The years of the Natlonal Policy were years of seo~
ular stagnation lntroduced by a few years of prosperliiy.
Depresgion and pooy crops caused a migration from the farm
to the urban areas and to the Unlted States at the same tinme
restricting immigration to the country. BEBxports fell during
the periocd and it was not untll 1897 that the wvolume of
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axparts per caplta reached the 18?$ 1ével:) Dissabisfaction
with the poliey &r@w with the ineréase in protection and
the consequent rise in pfiae& Qf %anufaetarad goodss In
1896 the popular vobe went aggins% the Conservabives and
they were swept from power by, the Liberals with a poliocy

of "tarlff for revenue only.®

1)




CHAPTER IV

During the years of the Nablonal Policy under the
Conservatives, opposition to the protective tarlff had
steadlly increased. At the introduction of the policy
in 1879, the farmers and Meritimers had accepbed it as a
gcssible method of improving thelr economic status. The
deflaotionary seculay trend whilch had been in operation
gince 1873, however, created economic conditions which
provided the Opposltion with strong ammunition for thelr
abtacks on the protective teriff. Falling p?i&é% retarded
trade both international and domestie. The falling prices
of agrieultural products ereaﬁéd dissatlisfaction anong the
agrarian groups, With falling prices, farmers were called
upon to pay morse for goods manmufactured in the shelter of
the terlff. It was only logical then that opposition to
the tariff should lncresse. The Dominion Grange movement
which had appeared in 1872 and ﬁha'ﬁfﬁar'of the Pabrons of ‘
Industry, founded in 1890, united the farmers in a protest
agaiﬁst the proteetive tariff policy. The Pabrons of Industry
advocated s tariff policy of Wtarliff for revenue only", and
resiprocal trade between Canada and other amantries;

In 1893, the Liberals adopted this "tariff for revenue
only" policy as thelr platform. They gathered to their slde

all those who were discontent with the national poliecy and
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in the elections of 1896 selzed power from the Conservatives,
Upon their asgension to powery howeveyr, the Libafals
made no lmmediate abtempts to tear down the tariff wall that
had been bullt up under the Conservative regime, They said
that no administration was justifled in taking the risk of
gweeping changes in the tariff which wmight result in the
diglocation of industry and the consequent inerease in un-
ampl@yment% They arpgued that too rapid a removal of the
tariff would tend to disrupt completely the economic life
of the Dominion. The Liberals were also ganfrented.wiﬁh a
nigh barrier to North American trade which the United States
rolsed in 1097 in the form of the Dingley tariff. This
spirited protection on the part of the Ameriéaa% eaugsed the
Liberals to think twice abaét dropping Canada's protectlve
tapiff, Before presenting the budget the Liberals held hear-
ings to welgh the case for protectlion, In these hearings, as
in those held rreviocusly, the more experienced industrialists
presented the stronger case and protection remalned the theme
of the terlff. A8 a vesullt of the hearings, the tariff of
1897 brought sbout s reduction in the dubies on pig iron from
$h,00 to $2.50 a ton and on serap iron from $3,00 to $1.00 a
tone 8teel ingots, blooms, sl&bsg_guéélad,hars aﬁa blllets
gained a lower dubty of $2.00 a tcnf While reduoing the tariff

on these iron and stesl goods, in order to lower costs of

1)  Porrits, Sixty Years, p. 385
2)  MeDigemid, Gommereisl Policy
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production, the Liberals ineressed the bounty system which
had been introduced in 1883 to uphold the protection which
the manufsoturers had been receiving. Plg ilron made frém
domestic and imported ore was subsidized by $3,00 and $2,00
a ton. The existing bounties on puddled bars, stesl billets
and ingots were increased to $3.00 a ton. Duties on Lorgings
were lnoreased from twenty to thirty per cent while a reduc-
tlon was made on the duly on angles; plates and steel bars
from ten to seven dollars, HMachinery for mining and for
industrial production was duty free bul the impost on other
machinery was increased from twenbty to thirty per cent,

Because of high production of woollen and worsted
cloth in the grey, the duby on this material was reduced
from 30 to 2% per cent. The duby @ﬁ‘ya?ﬂs imported by weavers
was reduced from 274 to 20 per cent,  To afford more protection
to the menufasturers of finished cloths the duty on this
material was increased from 30 to 35 per cent,

In spive of the demands of agfafiaé groups, the duby
on farm machinery wag left at the 1894 level of twenty per
cent, Duties on farm tools, however, were reduced from 35
to 25 per cent, Barbed wire and binder twine were placed on
the free list. It was hoped that sgrarian discontent would
be pacified by the dutlies placed on agricultural products.

A levy of 12¢ a bushel was placed on wheat while oats was
dutisble at ten cents. Wheat flour was taxed at sixty cents

a barrel, bubtter at Pour cents a pound and live cattle at



twenty per cent. These dubles were almost identical to the
dutles levied in 1879 which, as we have seen, proved of no
benefit to the Canadian farmer,

Much eriticism had been levelled at the first
National Policy because of the contribution its protective
tariff had made btowsrds the creation of monopolies, trusts
and eomblnations. The Liberals hoped to counberact this
by placing in the teriff s elause statiﬁg-that if sny good
were to be sold under monopolistic compebltion 4t could be
imrpediately placed on the free list by the Governor - in =
Qcﬁu&il; Bubt, although this elause was placed in the tariff,
no enforcement officer wag appointed and only one case was
tried in ben year&%'

The tarlff of 1897 was the first tariff, since the
abrogation of Reciprocity, that did not contain a ¢lause
containing the usual invitation to reaigrceél trades Cansda
at last felt that she could be independent of the United
8tates in her commercilal policy. In & spirit of indifference
towvards the Americen market and in an sttempt to glve leaderw
ship to a plan to provide ?aaagaﬁ rates of taviff to other
countries of the Emplre, Canada included the following
statubtory provision in the tariffi

Bhere the customs tariff of any country
admits the products of Canada on terms vwhich, on

the whole, ave ag favourable to Canada as the terms

of the re¢iprocal tariff hereln referred to are to
the countries to whieh 1% mey apply, articles which

1)  Porritt, Ibld, p. 343-353.



arc the growth, produce or menufacture of such

Gﬁﬂﬂﬁfing wh&ﬁ imported direct tﬁa&@$ram, nay

by entered for duty or taken out of warehouse

for eonsumptlon in Canada, alt the reduced rales

9F uby provided In the xleiprooal terler st
The reductions in dubies under the preference amounted %o
one-aighth, and, after Jaly; 1898, one quarter of the
general bteriff, Orealt Britalin was inmedigtely accorded
this most favourable treatment. The Liberals hoped by this
two=fold schedule to provide Canads with probectlon against
the rising Americen torlff and at the same time to satisfy
the denands for peciproeity. It was further hoped thaﬁ
groater trade with the Unlted Ringdom would stwengthen the
east-west trade routes and give support to the Dominion
trans-continental transporbation sysioms.

While Britein was granted the new reduced rabe
unconditionally, the rate spplied to other countries only
if they extended to Cansda equally favourable terms, In the
first year of its exlstence the preference was extended to
Balglum, Germany, and several other Buropeans South Amerlean
and Asiatic countries. DPritain was bound by treaty to Germany
and Belgiuu in such a manner that these countries had the
right to demand benefits of reduced tarliffs granted by any
part of the Hmplre to another, These treatles, contracted
in the 1860%s provided a barrier Lo any plons for an Emplre

trading schedule, Canada's desire to have thess tresties




denounced resulted in pressurve being brougnt to bear sgainst
the Forelgn O0ffice by the Colonial Conference of 1897, The
treaties were reposled the following year. Upon repeal of
these treatles éy“Bﬂitaiﬁg Conada immediately withdrew the
reciprocal trede clause from the schednle leaving a British
preferential scheduls with rates one guarter below the general
bariff. In 1900 the preference was increased to one third of
the general rates,

Ag s result of the denunclation by Britain of heyp
trade treaties with Germeny and Belglum in 1898, the Germen
government regentfully levied its mamimum ﬂntiesvéﬂ Ganadlen
imports, Gormany felt that Canada was not willing to grant
to hor "favoured nation treatment¥, ®Canade™, the Honourable
W, 8, Fiolding stated, "was willing %o give her every censidersge
tlon that we glve to any foreign government, bub she t@ﬁk
offence because we did not treat hey a8 we did the United
King dsm“lp In spite of these clarifylng statements, Germany
refused to lover her duties and in 1903 Canade vetaliated. A
surtax of one~third of existing dubties was levied on all luporits
from Germany, This trade way lagted until Mareh, 1910 vhen
Germany agaln admitéed Conadien imports under the minimum tavdff
wpile Conada placed Germany on her ¥most favoured nationh
schedule, During the t#8e wag Canadlan lmports from Cermeny

yere cut fronm over itwelve miilion dellars o six willion, whils

1) thlli University Boeononmie 3%&@1@#9 k f“;vM;LﬁJ,;M;,W;:gﬁgé
tied Tariffs, MacHillan Co. Litd., ¢aranses 92hy e Ll
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her exporis to that country renained al approximately ons
and g half miilion dollars over the period.

In 190% some increases were made in the protective
taplff, Weollen manufacburers who had never had to face
American compebliion were faced under the Dritish preference
schedule with stiff competition from British manufacturers
of woollen goods, It was ¢lalmed that one third of the
woollen maﬁuf&e%m§gs of the vountyry had been replaced by
imported articles. The government, undey pressure {rom the
Conadlan Monufacturerst Assoglation, imvosed a minimum duty
on Pritish woollens, Twine and cordage, china tablewarse
and zlass were slso gilven minimum dutles in this revisione

In line with its poliey of protesting the vested
interests of menufacturers already established, the Liberal
Goverhment in 190% embodied in -the tariff act of that year
a elsuse to prevent the dumping of surpluses of forelgn
goods In Canada at prices below the falr market value, The
glanse reads

, Whenever 1t appears to the satisfaction

of the Minlgter of Custongs..s, that the export

rlee or the actual selling price to the imporber

in Canada of any lmported dubleble artlcle of s

olags or kind made or produced in Cenada 18 less

then the falr marked valus thereof...» such article

shell, in addition to the duby.... be sublect to a

special duby of customs equel to the difference

betwesn &gvh Talr market value and such selling
p:fic@ saen

1) Porritl, ops ibss pe 396,

2) ﬁéﬁiaggiﬁ, SRa.0lhes Do 217 quoting % Bdward VII, c.ll,
88C, 1Y, '



which exported thelr survluses to Canada at a very low price

in the hope thal, beside bringing in some revenue, they would
Force Canadlan industries out of buginess, If this happened
the foreign nanufacturers would be aoble to control the Cangdlan
market and set thelr ovn price, The dumping ¢louse vos intro.
duced to curb this ceotivity in preference to ineressing the
protective tarlif. As explalned by Mr. Flelding, "The dumplng
gondition iz not = pery sanont condltion. It 18 o tempoyary
condition and therefore iE ﬁ@@ﬁs erly a benporary $e§6ﬂ§ that
aan be applied vhenover the necesgity for 1t afisesﬂ;' The
dumping clause of 190% dld not cover imporbs thab were on the
free 1ist bub in 1907 the elause was exbtendad o all schedules
gxaept where the dutics were squal to Lifty per cent ad valoven,

The next =major changes In the hariff vere made in 1907«

tizate &aﬁ”hélé_&ea&;ﬂgﬁ on the henefits and burdens of the
tarify, I was hoped thab, in this manner, revisions in the
barlifs could bo wade which would further develop Canadlan
resources and pulld up lndustry by a more equitable taviff
policy, Organized Tarm groups mode strong appeals at the hoare
ings, for a lowering of Tthe tarilf. The wovement for laorsased
protection had no support outside the ranks of the manufacturers.

The Canedlian Hanmafacturerst Assoclation had since 1901 incressed

1} Pﬁr?it{;g Clie,, m;; De }'4“{:3?,
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1ts clanmour for protechlion using auy excuses Loy protecbion

that would serve the purpose, AL the hearings, however, the

manifacturers weére not of one accord, The inbterrelations of

&

yarlious types of industries and The dependence of one iﬁdustry
apon anothey caused conslderable discord, SBome of tﬁé manﬂfsﬁw
turers asked for inereases §n'artiales on which othepy nonnfac—
turers demanded lower raﬁeg;) This lack of unity on the pard

of the msnufacturers, and the strong organization of the 8zrars
lan inberests resualted in the absndoment of any schemes for
incroagsed probection, Henulacturers did galn some consideration
when the one-third dliferential on Britlsh exports was f@?lﬁﬁgé'
by o preference barii® which varied with each srticles With-
this nore specloliszed tarlif, preference on artlieles which would
enter into competition with Canadlan manufactured goods was low,
while those srtieles whioch were not menufactured in Canada bubt
imported were given g wuch high prefercnce, As a éemeessicﬁ t@'-
the agricultural group, the levy on farm uechinery was radueed
fron 20 to 174%4. To proteaet the foym mechinery manufsocturers

a drawvhboack of 99 per cent was allowed on ivon and gheel used in
the Industry, and in order Lo aid the ivon and stesl industry a
994 dravback wvaz allowed for bituminous coal used in that ine
dustery., DBounties on iron and steel were exbtended to last unbil

1910 with declining rates.

1)  Clark, S, D., The Canadian Menufacturers *..agsgg%ﬂ 1Quy
University of Noronto Presa, 0y, 1939y DP» !
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The nost significent change wasg the Introduection into
the tariff of an Intermediate 3§h@du1$. Ihis schedule veg
sntbered gs a basié for neg@ﬁ%ﬁﬁing gommerclal tresties with
countries outside ﬁh@ Bmpire. The schedule ranged from 24%
o 5% helow the gsneral rates and applied to artleles speslif-
1eslly listed in the treaty. Imports under this schedule N
proved to be of smell value. Treaties were negotlated with
France in 1907, Italy in 1910, and Jepan in 1911, but it vas
not until 1939 vhen the schedule was extended to the Unilted
States that lmports under the schedule galned any importance,

8ince 1893 rcaigrsci%g with the Unlted States had
been g dead issue in Ganadlan polities. As the @aﬂaaiaﬁ
population ineressed ?&pidly after 1896, however, visions of
the enlarged markeb beﬁame nore appealinf to Americans. Ab
the same time the Canadian people vere more opposed to the
idea of reclprocity. Canada wes In her golden ers, The ;
gountry was repldly expanding, Immigrabtion was on the ineresse,
protected industries were booming, trade relstlons with the -
Buplre and forelgn countries were lmproved, Therefore no move
for reeciprocity c¢ame from the Ganadian people as it had iﬁ the
years before 1896, The ramintreauﬁtion of rewiprocity talka
thiz time came from the Amevican people, Agibtation for teriff
reforn stemmed from impatlence towards the high tariff schedules
that allegeﬂly groduced mamcyoli@s which had kepﬁ the cost of

1) metta M «s PDe ’4*«'353
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1iving high. In 1910 the United sﬁaﬁés proposed a general
ra@ipreaity;treaty calling for freec trade in nabtural products

and identlcal low dutles on secondary food products, agricultural
nachinery and other ltems, The reductions in dutly averagg% ben
per cent In the United States and {ive per ceont in Canada, In
1911 an agﬁeemant was reached and the treabty was to be ime
plemented by Joint legislatioa, July of that year saw the
asgreement ratified by the United States HSenate but in Canada

the possage of the bill was delayed by & well-organized oppogl-
tion, The Liberals in SBeptember took the issue %o the péﬁpla. ‘
In spite of the strength of the Western farmers and the antle
protectionist groups, the government was defealed and regiprouity
was logt for another twenty-five yagyﬁg The Underwood tariff of
1913, however, pave Canada most of the adventages which she
would have gained by reciprocitys and the Unilted Stabtes maintained

s moderate té?iff policy towerds her untll 1919,

The period from 1896 to 1913 is regarded as the most
p@aspﬁféus and hopeful in the growbth of the Dominion,

The Libersls on coming into pover in 1896 meinbained
& protectionist policy on the btarlff question. The ¢lalms of
the manufacturers were rccognized by a goverrment that hed
openly avowed that when 1t came to power it would ﬁ@ﬁ-raeogniza

vosted interests. However, the United States had by this time

H

1) Ibidy pe kO,



- 59 w

become a great nanufacturing country, and with close proxzimiby
Lo the Canadisn mavket and & similarity of demands in the two
countries, the use of the protective tariff was_juétifieﬁ@

The introduction of a British preference into the
gchedule was a wove to satlsfy the demand of the growing low-
tardff groups, It was also intended that British - Canadian
tles would be strengthened, The British preference provided
an expansion in Canadlen industry by the lncrease in estab-
tishment by Amevicen firms of branches in Canada. Tnese
branches were egtablished not ovly to avoid the high proteative
tariff on ilmports, bubt also to galn the advantage of Canaedian
menulacture in Emplre trade, British investment poured lato
Canada durlng the period not only in the expettatlions of a
great domestic expsnsion but also in the expeetations of stronger
trade relablons with the United Eingdom under the sreference,

Monufacturing expanded at a great rabte. Bebtween 1900
and 1910 the net value of manufactured producit increased from

214,% million to 564%,5 million dailars% Inports Into Cansda
during the period were, in the mein, items Yo be nged in
Gonadian industyy and were items in which the United Stabes
had & comparative advantage over the United Kingdom, Britlsh
exports during the period were more in the line of staple
exports such as woollen goods, Taxiffs and bounties diverted

8 large portion of the growing demand to Canadlan producers,

1)' S;ﬁ,'* uf 23 ;m &;f Q!Hmﬁ {on ff,i minio nFra__:;ig;
Relatlons, King's Printer, Ot avn, 1930, BOOK Iy, ps 73,
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In the period, approximately seventesn millions were spent

by the ge?ermmgnﬁ onn bounties. The maﬁkaﬁ for consumers

goods was boosbed by the settlement of the West: Over 2@0;6@@
new farms were added In the pralvies, In spite of this iﬁc?easa,
the nuwber of people working in industry vemained proportionately
the same, Urbsnization increased wlth industrialization,
Induatery tended to congentrabte in Central Canads ag a vesult

of ahaapér trangporbation and the benefits of large-scaleproducs
bLlon. Vﬁﬁfing the pveriod important beglnnings were made In the
non=ferrous metal smelting and the pulp and paper industries, |
But the greatest advance was made on the prairies in the wheat
Industyy.

Agriculture in the Prairie Provinces wag dominated by
one erops wheats This produet provided one«third of Canadals
export trade by the end of the period and provided the reason
- for the lavge Influx of settlers. The settling of the pralries
provided; at last, the economic integration which the founders
of Confederation hed envisioned. Wheat shipments noved over
t@e rails and waber ayéﬁem that had been built to unite the
Dominion, Capital flowed inbto the asﬁnt@gg The industrialists
of Ontario and Qaébee hed now an expanded and protected market
for thelr products. The settlers of the West provided an ine
c?@&ﬁ@é demand for lumber Ifrom British Colunbis. Only the
Maritimes 414 not benefit from the expansion: The mass production
of Ontarlo and %gebea cut in on thelr neturally-shelbered lceél
industries, Gaiy the 1ron and steel iﬂé&stry under thertariff

and bountles, égpaﬁﬁaﬁ‘wiﬁh the increased demand for steel and
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rall for construetion and rallvays. Unfortunately, this
Inerease was not enough to make up for the losses of the
other industries, |

During the period the tarlff, combined wilth large
saale monufacturing, orveated a greaber prlce difference
between Canadisn and American gooda. The "infant indusbry®
argument was replaced by arguments for Mwested interestah,
The manufacturers demanded that ﬁh@~@xpaﬂéingAGanadian market
be reserved for them so that with a greater volume of produce
tion they could specialize wmore, Another avgument wéénthat
1f the period of prosperity should come to an end th%YVShQﬁlﬁ
be provided wilth greater protection against cheaper imports.
To aéun%é$ these demands for increased protection, the larger
agrarlan groups wﬁfételamaring for lower teriffs, The tariff
and large-gcale manufacturing resulied in an increase in mer-
gers with a resulting greater control over priees; Expansion
in Industry was not only horlzontal bﬁt,vartieai@ The Canadian
Manufacturers' Assoclation and The Grange movement both grew

stronger in the battle for politiecal influense.

The Ganadlan iron and stesl industry of today is
largely the result of the natlonal pollgy of 1896~191L. In
the schedule of 1897, reductlons on iron and steel goods were
made in an attempt to glve econcesslons to alls Articles not
produced or preauaéa in small gquantitles were taxed at a

minimum, Barbed wire and fencing were admitted free to pacify
the farmers. Reductions on primary products were made to ald



the finished products Industrys These redustions were nade
in the face of a clamour for lower tarifif, and in order to
safeguard the Industry the government was foreed to extend
the bounty system which had been introduced in 1883, The
rates of the bounty were Increased and the length of time of
payments was exbtended for five years. The system was also
exteonded to steel productss The exbtension of the bountles
and the vetention of the tariff was explained by the Yvested
inﬁerests“-argumenﬁ end the ¢lalms that the bounty would be |
anbomatleally reduced. The arrvangement eliminated the dis-
satigfaction in the industry over higher prices as a result
of the tariff., The bountles on ore provided s lower price on
plg and scersp iron Yo the secondary industries which was
passed on to tbe finished goods industery and @v%nﬁaélly'%ﬁ
‘the consatmer. | |

In 1899 the hounty gygten wad extended unibill 1007
on a deoreasing scales The goverument eﬁﬁlains& that this
extension was nevessary in order to enuble industry to get
on its feeb and at the same tinme by &@eréésiﬁg the béunty
level the industry would bécome independents The bounty
system, however, dld not keep peace in the industry and
agltebion in the industry resulted in the tariff changes on
coaly iron and gteel mentioned ecarlier in the chapter« The
government would probably have extended the bounties in 1910

but for the vigorous and organized oppositlon of the farmers )
and the growing tendency towards combinations in the industry,

Lellb bs l53§




As the bounty system 1s 8o ¢logely entwined with
the tariff it is dirficult to assess the independent value
of eachs Had amﬁiaa‘aisne been granted, the prices of iron
and steel predaa%S'wééld have rlgen. The bounty system on |
the other hand offsebs part of the costs of production at
the expense of the Treasury. Home production thus 1s @QSQ@
ible without an increase in price to the consumer, Bubt the
maln advantage of the bounty gystem is that it allaws protect-
ion of the industry and then declineg as the iﬂéustry matnrasg

in th@ industey praﬂu@ti&n inereased greatly during
the perlod. Consumption of plg iron iﬂsseasea tenfold, The-
groatest development octurred in the primary industey in
Nova Scotia and Ontario. Friméyy industry wae locallzed in
Cape Breton Island and Algome snd secondary industery was
established at Hamllton and Montreal.

Gombinations flourished In the industry under protects
ion and in competitlon with the large American lron and steel
trustss The promoters hoped that aambina%iens would reduce
administration cogts and, by allocsbting ﬁﬁs market, cut down
on trangsportation costs, »Mast of the combinations congolidatod
plants manufacturing different kinds of produects. Opposition
to these comblnations caused the government to terminate the
bounty system in 1912 in spilte of manufacturers? demands for
1ts continuation. The tariff gave the manufacturers a reason
to combine and asslgted them to combine by limiting the amount

of competition in the industry.
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From 1900 to 1910 the Industry experienced itﬁ
greatest period of expansion. In response to agrarian
pressurs the gevs?nméﬁ% in 1897 lowered the tariff somewhat
on agriculiural Ilmplements, Dravbacks on duty pald on
lmported parts wers granted, and bountles plaged on domestile
row materlals. By 1898 exporbs of implements had increased
to over the million dollar mark in splte of high American
competition, The market in the West expanded considerably
during the period and velue of ocutput Increased from $9.5
million in 1901 to $20.%5 million in 1910,

Gombination and amalgamabion in the industyry followed
expangion.. Approximately a hundred plants were absorbed or
disappeared from producticn in the ten yvears from 1891¢ out ‘
of this combinatlon grew the mighty Massey-Horris organization,
In 1903 Internatlonal Harvester osbablished a branch In Gandda
to avold the twenty per cent duty, Mr. Metcalfe of this filrm
stated that ceosts of production in Canade were about the saﬂg
as e@gts'ia the United stataﬁf; In spite of this equality in
“gogts of production the Gﬁnad§§n farymer pald higher prices
then his American counterpart.

Protection resulted in a considerable horizontel
expansgion in the imdustry;' The number of firmé_de@lin@d by
approximately fifty per cent in the period, while the net

value of the product increased by over seventeen per cent.

1) MeDlarmid $ it vy P 248 »

2)  Ibid; p. 250&

0D,
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bile Industrv,

The texbile industry, which had expanded considerably
under the first na%icnal,pcliéyg was placed on unsure pground
with the addition of Britlsh preference to the schedule of
1897 1t was soon appa@aﬁ§§ howevery that no harm could some
to the eotbon lndustry as there was no stiff competition from
the United Kingdom. Importe of grey end bleached fabrlos
inoreased somewhat under the lower teriff rates., Productlon
| increased at a rapld rate with imports of rew materials ine
erenstng 1204 from 1890 to 1910, |

M@?g@rs in 1890 and 1692 and placed control of the
industyy in the hands of two sompanies. New firms entered
the iﬁéasﬁ%y'aréuﬁﬁ 1900 and competitlon was stwongs In 190%
a new gyndlecate, the Dominion Textlle Company; took éva§ the
Dominion Cobtbton Mills, oreated in the merger of 1890, and féurA
other plants to control over half the capital equipment of the
indastryﬁr New flrms appeared and é aan&enﬁfatiaﬁ of the
industry in Quebes, with 1ts cheap labour,; became apparent.

By 1910 %wcitnifds of the induét&y‘was located in Quebea,

With the introduction of the British preference the
woollen industry declined, Totel production dropped fifty
per cent from 1899 to 1909, Increased gpeclalization.by the
British with thelr larger #arket was responslible for the drop |

in Canadian gre&uﬂticn ag finer fabrics sppeared, The industry .

wag foreed to import more of its raw materlsls in order to

produce the finer fabries necessary to compete with the British
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Andustry, Competition caused such a decline ln produetion
that the number of firms in the industry fell from L5k in
1900 %o 87 in 1910. In 1900 an abbempt was made Lo nerger
five of the plants but the merger failed in 190% and four
out of the five plants ceased production. The net value of
production during the yeriaﬁrlgﬁﬂlﬁa 1910 dropped fyrom four
million dollars bo two and a half willion,

In 1897 a general rate of thirty-five per cent had
b@en'asﬁablishad for knitted goodss Under the British prefs
erones, rates became a@wreximat@iy thirty per cent in 1697 |
and twenty slx and a guorter in 1898, In 1900 the proference
vas agaln inoreased so that protectlon was down to twenty-
three and a third per cent, During the poeriod, in aplte of
the decresse in protection, there was congiderable éXﬁaﬁﬁiﬂn
of ‘the industry, Now flrme were established while older plants
ware aﬁpaﬁée&; The musber of employees inereased by 4,000 from

'1990 to 1218 while the gross value of p?&ﬁﬁeﬁian increonsed als
mosh 3‘3@2@35 , 7 ‘
Only the woollen textiles industry declined in the
period. The decline, however, cannot be attributed alone to
8 1@W§riﬂg‘@f protectlon under the Imperisl preference fov
when an ineressed impost was levied in 190k 1% did not check
the decline in the industry, Although the cotton industyry
»axganded congiderably a large portion of the inerease wag due

%0 the demand for industrial ﬁ?tﬁﬁﬁ; But the resgervation of

1) Royal Commission on Textile Industry, op. oil, p. b6,



the expanding market in the wéstern provinces was a greab

boon to the industry,

The tariff of 1897 4id not offer any rellef from
protection to the ﬁarm iﬁtarests§ Bome compromise was made
to sgriculture, but there was no change of the protection
policy which the Liberals had only a few years Eaféré 80
strongly denounced, A8 the settlement of the-weat proceeded
styong representations were made by organized farm groups
for the lowering of the tariff, The tarifé of 1907 showed .
gome attemphs at recognition of the growlng political strength
of the farmers. BHRates were reduced 2%% on agricultural
implements and tools, and gasoline wés placed on the free
1ist, The change to a three-schedule terlff was, according
to 8ir Richard Ga&%ﬁfightg the Minister of Flnance, a conte-
saion to the agriculturallists« The schedule of that year
also conbained tariffs on agricultural produce although the
farmers had pointed cut the nselessness of such duties,

The ?eeipfoeiﬁy issue of 1911 found the apgrarvian
ovganlzations united as never hefore., The West had expanded
groatly and by 1910 the three lavgest farm assoclatbions
alaimed a membership of thirty thousand, It is small wonder
that the reciprociby lssue became a babtle of pressure groups,
Better organization on the part of the protegtionists resulted
in the defeat of the Liberals, although the manufacturing

interests had nothing_%a lose on the issue, The arrangement



for reciproclty was essentially a free list of natural

- products. The only benefit thalt Cansdian farmers would

have gained would have been an extension of their market,
The most lmportant economle factor in the perilod

 was the opening up of the west to settlement. By 1913

this area contalned Qﬁewfiftb of the population of Ganada,

and of these two-thirds were engaged in ﬁh@ produetion of

wheats By the énd'ef the perlod wheat provided one-third

of Canada's export trade., Wheal was dlrvectly or indireetly

the cause of most of the heavy forelgn investment in Canada

durdng the periods

The period 1896-1911 saw the golden era of Canadian
expansion, Wlth the opening of the West, Immigration ine
creased rapldly, This incresse in the domestic market placed
Qanadian menufaecturers in a favourable position as the high
tariff poliey, in the main, prevented inrvoads into the market
by foreign competitors., The small manufacturing establish-
ments of the earller pericd were replaged by lerge-scale
nanufacturing ovganizations, These‘érganizatisns resulted
from nergers and combinations in an attempt to lower costs
and provide for a greater diversification of product. Under
the Becond Natlonal Policy the tariff was redesigned to glve
coneessions to both the protectionlsts and the free tradsrs.
The Imperlal preference introduced by Canada was an effective

implement in the lowering of tariff barriers within the Empire.



By 1912 when the Conservatlve government headed by
R. L, Borden assumed the management of the countryls affairs
there had ceased to be any serious differences of opinion
between th@ two major polltical peorties on the tarliff gunes-
ticn%) The election of 1911 had not been contested on a tariff
poliay platfeﬁm but rather on the wealprocity lssue., With
the Liberals defeated recilprocity was not negotiamted and the
issue was shelved untll 1936, The fallure of the reaiprocity
attenpt probably gaineé Cenada as much as 1f the negotiations
had been successful. The Americans had pleced wood-pulp on
the fréiilist'after the fallure of negotlations, Iﬁ.19139 by
the Underwood Tariff, the Am@?igans admitted free the majefity
of Canadian nakural products which had been on the resiprocity
115t8, The United States, in the same year, offered Ifree
admittance of Canadian vheat 1f Canada youlﬁ remove her duties
on American wheat snd flour. Canada yafus@ﬂ this offer through
fear of natural northesouth trade springing up which would
reduce the value of the ﬁranSa@antinenﬁal‘f&ilway gystem. In
1917 the United States allowed for free importation of Canadlan
wheat. |

There was, then, no major change in tariff policy in

1) Annett, op. cib., p. 46,
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the years of the Borden administration, Bountles on iron
and steel were allowed to lapse in 1912, The government
stated that 1t was not In favour of a direct subsiéy to a
mature industry., Bubt although it was not favourable to
‘difest subsldy the government was gtill willing to provide
protection to the industrys Drawbacks on exported products
manufactured from lmported plg ivon were liberalized. The
drawback was based upon the amount of plg iron used in the
finished products In 191% pig iron received an increagse of
duty in the intermedlate schedule; from §2,25 to $2.50 per
.tﬁﬁy to bring 1t to the saﬁa level as the general teriff.
Wire vods which had previously been admitted free were now
dutiable at $2,25 per ton on British preference and $3.50
on the intermediate and general schedules, Wire rods which
were imported for uée in feneing and wire waﬁe'p@rmitted 8,
d@éwba&k on duty paids Rolled iron and steel, angles and
baamé welghing less than 120 pounds per yard weﬁe glven dutles
of 4,25 under the pref&raaea;«ﬁéaec nnder thé intermediate
_ and $7.00 under the general tariff. Items welighing over 120
7paands per yard were taxed at the general rate of §$3.00 per
tons The duﬁy on harvesters, mowers and respers was lowered
from 174% to 1258, |

" These changes in tariff were the only ones effeched
by thevaonsexvativés untll the entry of Canada into the war‘:‘
called for an increase in revemme which.eeuldgvéﬁ that time,
be most @asilyrgbtainad by an inerease in dutles. In August

191k coffee, tea, cocosy sugar.and tobaceo all had their rates
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insreased, In April 1915 a surbax was placed on imports.
Goods imported under the British preference were taxed ab
five per cent while thogse imported under the genersgl and
intermediate schedules were taxed at seven and & half per
cent,. Materials used in harvesting equlpment, binder twine,
enthraclte and munltions wvere exempt from the surtax while
orude petroleun was placed on this exempt 1ist in the next
~ year, The surtex yielded over $180 million %o the Treasury
between the years 1915 and 1920, The purpose of the surtax
wag definitely for revenus but the increase was abiacked by
the farm interests as an attenpt to provide further P@a@s@ﬁien
to manufasburers. |

The yield from the surtex was nob saffigiéat to meet
the high debts of a country engeged in large scale warfare.
To inarease the revenue, the Dominion turned fr@m.ths taplif,
which had been the prineiple source of revenue since Confede
eration; and resorted to other methods of taxation, direct
end indirect to provide for lts needs, Thus for the first
time the Canadian tariff was absolved fFQmAiﬁS primary purp-
oge as a rvevenue producer. From that date forward its hes
been posgible to use the tariff for protection, if so a@sifeag
without thoughtas to the impairment of 1ts revenue functiona.

Dutdes on tea, coffes, tobaceo and liquor were
increassed In 1918 to provide additional revenue bub aglde
from thede incrsases and the special surtax imposed in 1915
the tariff vemained stable throughout the period, In 1919 the
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free list was extended by the addition of wheat, flour, .

potatoes, tin, copper, nickel in blocks, rolled iron and
steel hoops, end iron ores In this year the. surtex on

British poods was removed but the tax remained on most

,gangfal 1ist goods until the following yeare .

Duyring the firsﬁ two decades of the century the
balance of politlical power had shifted westward and the

agrarian influence was more strongly felt in Ottawa.

Agravian demands for a reduction of the teriff were now

veiced strongly in Parliament ltself.  As a result of this
influence, the duty on farm machinery was reduced to ten and
fifteen per cent under the inﬁerm@aiaﬁe and general schedule
in 1922, The producers of farm lmplements were granted
dravbacks on the dutles pald on materials so th@ﬁ the redug-
%ien_in schedules we&ld:naﬁ-éanS@ them 4o suffééii The textile
duty veceived reductions of 25% which left the vates ab 29 .

and 3% ner cenbt under the intermediate and general schedules.
Duties on fishing, mining snd forestry equipment recelved
reductions in the following year, the purpose being to provide
cheaper capital equipment. for the primary inaustries,) New
industries ware alloved to lmport equipment undey a forty

por cent drawbaclk., In 192% further reductions in the duties.
on capital squipment were made, Duties on farm machinery
were lowered to 9, 74 and 10%. Iron and steel used in the

agriaultaral impl&ment industfy was adnitted &uty Lroe,

1) Mcﬁiafmidy wvg P géZo



1925 saw fovw algnificant chenges in the tariff, A clayi-
ficatlon of the dumping dutles was made, The penalty duty
was now made equal to the difference between the valuenéf
the goods foy e&stam*&’eaﬁry end the export price of the
goods to Canada. -

Dravbacks on dutles were axt@na@é‘in 1926 to cover
moberials used in the rayon industyry and to iﬁéiada aﬁfﬁaiﬁ
automoblle payts. Britlsh prefevence was denled to goods not
imported directly from the country of orlgin. A ghaag@ in the
method of levying dﬁties on automobiles and parts was meds
(soe secbion ﬁf‘gnﬁamgbiie Inaagﬁﬁy); In this year an Advisopry
Board on Tariff and Tazabion was appolnted, The task of the |
board wag to rewove politics from the tardff issue gnd creatle
a Ygelentifio® tarlff which would provide morve equitable pro-
teation. The board wade its Liret vecommendatlons in the
followlng year and ag a result of 1ts findings ootion goods
were reduced to thirty per cent in the peneral achedule. Redug=
tions were mode in other texbtile dubles and British preference
was widened, Drowbacks paid on materials Yo be used in goods
for demestic consumptlon were broadened, 1929 saw removel of

all duties on lmporbted mining machinery.

The war brought about a ¢loger integration of the
- Brpire ags 1t wnited In military solidarity to defeat the
enemys The close war tles increasged publlie support in favour
of a stronger eccnomics bonds within the Empirai Canada had,

in 1915, widened her preferential by a 3% per cent differentialg



A systen of Bmpire toriff ;refs§§maes was recommended by the
Imperial Wor CQonference In 1917. The following yesr the
Canadlan Council of Agriculture proposged a reduction of
Britlish preference raltes to at least fifty per cent of the
goneval teriff, This roduction was to be followed by further
lovering of tho rate untll over a period of fivg»yearg free
trade with the United Kingdom would be atbalned. AL the
termination of the war Canade ineressed the praference by
removing the surtax of filve per cent on British goods whils
tho gevon and a hall ver gent btax on the general schedwle was
retained until the followlng year,

At the Imperial Feonomie Conference in 1923 Canada
offered a ten per cent reductlion in Britlsh goods which
entered Canada by Canadien ports, This concession was introw
dﬁé@ﬁg_??@ﬁablyg with the intent of widing the sasb~west
transportation of Conada more than in the altruistic interests
of Emplroe proference, OCanads whilch had introduced the British
preference took o small part in the conferences A resolublon
to egtablish am*lmp@%ialrmﬁanomia Committes was oppoged by
ganadion representatives on the grounds that such formal
maahiﬁgry was not yequived, A8 o result of the Conference
some reductions vere made ln Bmpire tariffs, but 1t was not
until the Ottawa Confoerence of 1932 that any gr@aﬁ advantages

were obltalned %y Qanaéian ﬁr&&ers.

L) ;ﬁﬂd Pe 253' a h
2)  Anmnett, g&gﬁﬁgﬁis D 46,



The war provided s gtimulation to Qanadien eeanaﬁy
which was on-the verge of collapsge Bseauﬁ@ of over-expanslon
based on foreign investments, The stimulus of war demands
alleviated the sltuation, however, and by the termination of
hostilities the expansion in production, combined with policies
of the Federal Government, enabled Canada to become an imﬁééﬁ*
ant 1@nd%f§ The war pave renewed life to industry which wasg
almogt on the brink of fallure. The demend for Cansdisn vheab
In Buropean counbyles mede possible full ubllization of the
railwey systems. = The expanding Western market provided a
domestic outlet for menvfacturing while the iron snd steel
inﬁusﬁry'rea@i%éﬂ'a shot in the arm from munitions aontracts.
The Marlitimes beceme the exporting centre for goods bound for
Buropes

During the perlody the tariff rvemalned relatively
stables Exoept Tor the war years there was a gradual reduction
of the tarlff level although many protectionist features
remained, In the face of strong pressure, the Government
gealed down CGanadian tariffs in a perlod when other @eantria&
were raleing thelrs in en gbtbempt to mitigate post-war economic
disruptions, These weductlons were made possible by the introduc-
tion of the income tax as a meﬁhadtef providing the major portion
of ga&eﬁnmeat TOVENUS s

The Intermediate and British preference schedules of -

1)  Dominion Provineial Relatlons, Book I, Qn..08ltss De 89
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- the tariff provided Canade with the baals for negotiation of
tronties, during the period, with foreign and Bmpirve countries.
A troaty was negotiabed with the West Indies in 1920 (revised
in 1926) in which Canada allowed specified imports a remlssion
of £ifty per cent of the genersl rates. The févisiaﬁ provided
for the provious remission to be aprlied bto all articles

greept tobacco and liguore In reburn concessiong were granted
to Conada on floupr, fish, sémeﬁt§ boots and shoes, apples,

and dalry products. In 1923 a treaty wes negotiated with
Fronce vhich gave how internodiste rotes on all non-speciiied
articles, Cenoda galned, in voturn, minimmm tariff privilege
orf manufactured products and o ereduction in duties on live-
‘gbock, meat and poultry products., The treaty wes o mogt-'
Faveuved-nation treaty and all countries entevring into a most-
favoured-natlon treaby with Canade were entitled to concessions

g 1iveral as those offered to Prance, 'In the following years,
Italy, Belglum, Finland, the Netherlands, ﬁaaehaslﬁvakiag'8pain,
Yugoslavia, Hungary, Rommenin, DLithusnia, $88Vi8; mstonds and
Portuszal ﬁﬁfa‘éll glven mogt-favoured-nablon rates,

Throughout the perioed, with the exception of a short
poagt-war depressiony there had been a rising tempo of sconomle
ctivity in the Domdnlons Rising oxport velues resulbed Lrom

a shortage of food stuffs in Burope, and the application of
now techniques to nabturnl resources for which there was a
"yising world demand. The ﬁeneyal cffect e? the lowered tariff

'ratas vas ﬁafgid in the inereﬁﬂe in this ﬁfaaa anﬁ thas pravida
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for an Increase in prosperity throughout Canada as a resulb

of the close integration of the economy,

The vemoval of bountles in 1912 did not have an overly
- great effect on the ilyon and stecl industry., Production was
well mainbained in 1913 bubt in the firgt:yaﬁr of the war thevre
was some reduction in the oubpul of plg iron, The Industyy
had expended in the early ?érﬁ of the %ﬁ%ﬂﬁieﬁhrééﬂﬁﬁiy a8 8
result of the ﬁamané for ralls,; plates,; etc., for rallway
gongbructlon, Wh@ﬁ-ﬁﬁQ period of transporbation sxpangion
was over ﬁﬁéﬁ%~was a recegsion in the industyry becauge of the
diffloulty of switching over to lésé gpeoialized p@ad&@%iéng
The demands of war upon the industry provided an opporituanity
to switch over to noye éive@sifi&é production, Bupplylng of
munitions caused an expansion and by 1918 the productlon of
gteel ingots and castings had incrveased by two-thirds over the
1913 production, with similor increases in other branches of
the industry. Unfilled contrects and deforred replacements
sustained oubpubt of the indngtry untll the depression of 1921,
It was not unbtil 1928 that production regained the 1921 level
of output,
Zhe. Autonobile Indusiry.

The automobile industry is not a natural industry to
Gavada. Neither the better grades of ore essentisl to the
indugtry nor the eaal to work them with aye found in Canadas

Then, too, the location of Canadian plants, being as they ave
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centralized in Ontario and a long distance from a considerable
portion of the mavked, leads to a higher price to the ﬁaﬁaéian ,
CONSNMST .

The growbth of the industry nay be attributed to the
toriff, On the introductlon of aubomoblles to Canada they
were dutioble at thirty five per cent, the same rates that
applicd to their ﬁyed@eessarég buggles and carriages, In
order to establish the iaﬂus%?y in Ganada the duty §1a§eﬂ
on parts was lovered to epproximately thivty pé@_aant; Thusg
an Anovican monufacturer would cstablish plants in Canads to
asserble cors and moke a lavger profit then 1f the complete
car wero imported. The terlff could not be ploced too lLow,
however, or there would be no incentlve for the Canadian
i&éﬁgﬁﬁy to éé%%l@g sbove tho gasenbling stapes, Lovger
subsidies were olgo glven to the fir&é which complobtely
mamfectured the product, Although this method has led to

thﬁrfgﬂﬁﬁiﬁgs of the industry in Canads 1% has obviously
@i&ﬁ@é the price of the Canedian produoct at o level ab lesst
thirty por cent higher thon that of 1ts Awerlcan counterpart,’
In opder to Increase the size of the market for the
Uonedion nanufacturers, the government allowed a 99% drawback
of the duby on erticles used in products for export. By this
me&qg costs of production are approximated to American cosis
and the Conadtlan industry under the preferential tapriff ls abls
to compete faveurably with the larger Anerican £irm.
8 aifferentisl tariff was spplied to automobiles in
1926, Provious to this the duby had been thirty-five per cent.
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agsengey care valuned at more than 51200 were now tazed 273
25 and 159 under theo goneral, intermediate and proferential
schedules while those below $L200 were taxed at 20, 17 and
1059, This Towering in protection was offget in the sawe
year by romoval of the Tive per cont excise bax on cavs under
$1200 providing the fanadian content of the product was ab
loaat £A0%y per conts The domestic market uvas not gerilously
danaged by these revislons though cheaper cars whilch wers

affected by the ?eé§§%i@ns made up a greaber portion of the

iuports than bofore,

The ageicultural im@iemaﬁ%‘iﬁﬁasﬁéy was alded congide
erably by the war-tinme demonds sgﬁfagfiaalﬁﬁfal products, Farm
machinery obtalned additional §§&%@ﬁ?ioﬂ wder tho roevenue
dubies of 1§i§§ As a ?@suit of his inereased proteation and
resulting higher prices the agrarion interests petitioned for
lower tarlif, In 1019 the tariff wes reduced by 5% with the
romoval of tho specinl war rovenue dubles, A further reductlon
was nade on tillage mechines vhile plonghs, threshlng machlnes
andl engines were veoduced to 174 and wagons and other haying
imploments vere roduced fyom 25 to 259, i

In the post war perlod there was a consilderable drop
in oubput as prices f£oll., Volume of production fell by 90%
from 1920 o 1922, A rigid price structure was maintained .

throvghout the industry and, although form prices only rose

1) MeDiarmid, d8ss Pe 357,




twenty £ive par cent from 1913 to 1923, implement pricos :
woge sevonty per cent in the spame perlod, iaareaéaé prassure
fron West Forced the Liberals in 1922 o nake consldepable
roduotiong in the protectlon to the industey, To appoase

the industry, duties on ilmports used in manufacturing wore
elininated and the sales tax was removed from both goods used
in the manufacture and the monufachured loplements thenselves.

Fron 192& omard there was an Ingrease in productlion

ingpide of lowared protectlon, During the perilod euports
inereased by over nine mllilon dollars, Volume of productlon
increased from Hi to 212 from 1022 to 1987 and in %?ﬁms of
value of production the Incresse was from 58 to 112, Thus

the price was nainbalned in the face of lower protection. to

the Industyy.

The var provided for g conslderable expansion in the
textllo Industyry. Canadion mennfachurers wore ¢called upon to
supply not only the Cansdion market but also bo Luifill Ane-
rican war controots, The consupmption of wav cotbon lncrengsed
from 77 million pounds in 1913 to 96 million in 1920 while
labour increased 2379, Increased production resulted frop
tuenty-Tour hour production rather than fron expansion ln
plants, Slnce the war, specialby planbs have comuonced

operation, Now 1ineg have been developed as o result of
thonge 1n styles and also becanss of industrial demonds,

1) 1926 - 100,
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During the var there was sllght increases in the duby
for rovenue purpoSes bub the Tavifl remsined substentlally

the same g in 1907 until the dowmward revision in vates after
1920, There vas roduction of 244 in 1922 and in 1923 the
provision of o 107 discount on direct British iggsr o g@néaa
to further lower protoobtiocn. Further reducilons were made in
1928 on the vecommendabions of the tariff board, Reduction
of the toariff dld not impalr the industry as, after the 1922
voductions the ilmpor T of raw cotton dncreased uniil my 19?5
by million pounds yearly were imported.

Bocanse of thoe oub iln Dritish pfa&ue%iaﬂ éua to %h@
war, the Canadian woollen Industry egpaﬁaeé fapiuly; §h@\ﬁumber
of miils incrensed from 52 in 1916 to 66 in 1?20;'"§f%ﬁr'§h%h
terpination of hostillities ﬁh§$8<ﬁa$ greater esmg&%itieﬁ iron
%ﬁefﬁ@iﬁiﬁ?.i Wastry and & eons éqaeat docrease In productlon
in @anaéag The number of plants docreased £rom 66 in 19@§ to
46 in 1930, The reduced protection caused libtle havoe in the
industry bub the consuner doiend vas for a higher class product
whilch Canadlan industry, due to 1ts swaller warket, could not
providos o o

The it goods industey received a szycﬁg LMPGE&E
from the wor os demand fop &ﬁi@t@é goods inoreasod, Qu%pnt
increased and continned Ho iﬂcra&me through the twonbties as
Endt goods bocone more popular. The number of mills increased

from 128 in 1980 %o 258 in 1930
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During the period there was no major change in éhé
taplif policy. Rather, thé?é was, with the exception of the
var years, & gradual xadue%iaﬂ in the taxilf? rate. The tariff
p@iiﬁy appeayrs to have been dowards o veductlon of duby on all
imports contribubing to the means of production with a cone
sequont reduction in the highaéest of 1i%ingg 'ﬂalmajar.inﬁ
dustries seem %o have suffered as a resulﬁ'af the lovering of
protection, Tue iron end steel industrys the farm iwmplement
industry and the textile %m@&s@ry haﬁvail been established on
%_stfang»éﬁ&ugh.basis to withstand competition fyom abroad, |

i% is doubtfuly however, if the antomobile industry would have
| axpaaé@ﬂ vithout a protective btariff,

One of the most lmportant moves of the §@riaé wag the
formation of the Advisory Board on Teriff and Taxation in 1926
in an attenpt to provide a more selentific tariff,

During the period therg was & greaber diversification
off industry as a result of the intreﬂa@tiéaxéf @1@@t§iéiﬁy and
the internsl combusbion engine. The éxpért’tfaaa'ﬁaéams noTe
diversifled although wheat, pulp and bapér and miﬂiag products

vomalned the staple exporbts,



OHAPTER VI

The eollapse of the %20@5 market boowm in the United
Btates In 1929 geld off an économic ¢halin veaction which
ereatod o world-wilde depression, Ceneds with o high nationgl
ineome dependent on the maintonance of egports which weve
subject Lo wide wariations in price, was pardloularly havd
nit by the regiibing stagnation of inbternatlional trade. Wiﬁh
falling prices, food laporting countries lmmediately ?ﬂ;sea
theldy tarlffs to give prolectlion to the hone producer. A
her ezports “éllg Ganade was Toreed Lo adopt high teriffs to

protect hersell.

The United Stabtes dealt a pavilcularly ¢ &fﬁﬂg blow to
hopes of recovery theough inbeornational {rade, *y zv§§§% a

high protection under the Hawley-Snmoot Tariff of 1930,
Buropean and of acr QGHA%? o8 vere prevented fron oxporting
panufactured products to her in exchange for agricultural
products,. In an abtenpt fo protect thelr own producers, and
in o asplzlt of intense nationallsn, engendered by the var, a
new wave of btariffs swept Durope., Canada was not loag in
following sult, Under the Dunnlng Tariff of Moy 1930 ﬁaﬂaﬂa
etalisted with a broad extension of preference 4o ﬁmni?ﬁ and

wost Tavoured natlons. Rabes vere inardamsed on Y itens and

1) 9 New Yﬁfk:g
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decreased on 46 in the general 1ist; the intermediate schedule
had 35 iﬁ@f@&ﬁ@é and 98 decreases while there were eleven
ineresges and seventy decreases in the British preference
schedule. At the same time the soheduls on iron and steel
was revised upwards.

In.lQBG the Ganse$VatiVQ$_r$§®,ﬁe power with a policy
of pomplete protection for Canadian industry and agriculbiro.
Selective protection wes abandoned. 8pecific dubles were
combined with ad valovem duties to provide proteetion in the
face of falling prices, Only lmports not made in Canada wers
permltted free entry. |

At the 1mpérial Conference of 1930 Canada had attempted
to induce the United Kingdom to depart from her free trade
p@iiey~ana,giva preference to Emplre trade, In this she was
unsuccessful but by 1932 with the impositlon of the Brltish
Tmport Duties Act, the Unlted Kingdom provided the prerequisites
to Empire preference., At the Ottawa Conference in 1932 the
United Kingdom, the Colonies and the Dominlons wari;b@una nore
eléaaly by a gerlies of concessiong in Emplre trade.

) As a result of the Brltish pr@f@rgngﬁ arpived at by
the Gonference it was necessary f@? Canada to conclude new
treaties with other countries. In June, 1933, a new treaty
was negotlabed with France. France pra%iﬁaﬁ minimum bariffs
on natural goods with veductions of from 40 to 75% of the

genaral rate on cerbtaln manufactured products, In return

1) Por a detailed study of the results of the Conference see
MeDiarmld, op, oil 2826,




France waes granted a discount of from 10 to 25% below the
intermediate rate on specislized products and the Intermediabe
rate on a large group of other items, Successful aﬁgétiaﬁiaﬁs
resulted in a simllar treaty with Poland in 1935, These
treaties were not so important as those of the previous decade
as o result of the broadening of the Imperial preference.

In 1935 the Liberals returned to power and a conoile
1atory polley towards the Unlted States was adopted. Aftel a
serles of talks on agreement was drawn up which; when iﬁt?géuﬁéd_
in Januery 1936, provided for a strengthening of Canadizn-
Americen trade. Canada received reductlons in existing duties
and an extension of the freellist, Most of the lmportant conce-
gslons to Ganeds were on lumber, fish, cattle and whiskey, In-
particular the high duties on nstural products which had been
imposed under the Hawley-8moot tariff were elther reduced or
abolished, The items affected constltuted 66 per cent of Cana~
dian exports to the United States in 193%. An innovation was
introduced by the United States in the form of the quoba system
which permitted entry of certaln Canadlian natural products until
the quota was reached when they would be subject to the full
impost of the scvhedule.

éana&& for her part granted the United Stabes most-
favoured-nation t?eatm@nﬁ as granted bto obher countries.
Special reduchions were given to 88 Ltems by a rabte lover than
the inﬁerﬁ@diaﬁé levels HMajor concessions were granted to farm

inplementsy olectrical apparatus and machlnery. Heavy machinery



= 86 w -

regeived reductionsg along with i?@ﬂ‘and ateel, The clauses
in the tarlff concerning dumping and vaeluation were modified
for clayification.

In 193¢ the tariff on farm machinery was reduced by
74%, the differential in the tarlff on automobiles was removed
andl dubles on texblles were revised by removing the specific
duties from the British preferenceé schedule, |

As the 1932 Ottawe agreement had becn placed on a filvee
year basis, venewal of the treaty came up in 1937. Canada
géaﬁaﬁﬁe@é Britain certain maprging on goods not mede In Canada
and a preference list on goods of any manufacture. If the auﬁy
became less than nayglin the g@aés‘wéﬁe to be adnltted fyee, )
Eiﬁ@fimimaﬁsry duties were not to be levied agelunst each gthera
The Unlted Kingdom left nost Canadian meats on the free list,
whiie vheat and fish were glven free entry with a margin of
preference over other countries, The Dominion was also required
‘aﬁs supply a certaln quantity of favouvred goods sl world prices .
2? lose the preferencs. Exempbtilon from dumping duties was also
g?émt@d to particular classes of British goods,

In 1938 a new treaty bebwsen the United Btates and
Canada was negotiabed, Cdanada offered rates below the interme-
dlate lovel to imports of American cigarottes, candy, certain
troplopl frults, chemicals, meotal alloys and electric supplies.
Concessions were also made on gome lron and steel products and

the free 1ist was extendeds In return Canada received lowey

rates on some iron and steel products, aluminum and some
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manufactured lumber productss
| In 1939 the three per cent exclse tax was removed
from ali g@édé except those on the general schedule, Nons
British crude rubber and tin was dutiable at five per cenb,
Copper alloys reéaiveé duties of 74, 19 and 25 per cent while
magnesium alloys were Imported at 5, 124 and 25 per cent.
Bituminous coal menufactured into coke received Lifty per
cent drawback,

This lilgting completed the tariff changes from the

depresaion through recovery to the start of the sesond world

War,

Through the period of depression and reeovery the
ﬁeffgaﬁs of the terlff have been so intermingled with other
aeéfeSSian and economle effeats that 1t is impossible to state
definltely how the tariff mitigated the effects of the depre- .
ssion or aided Canada on the road ﬁeyracovgryg it i3 acoephed
that the incvesse in the tafiff'was necessary in order to protect
the Canadlan producer from inpoads inte the domestic market by
f@reign aompetiﬁisﬁg The p?iﬂ@i?la of select protectlion gave
way to a policy of full protection which was in tuen 3&@9&35&@&;
through Anglo-Canadian and Canadian~American sgreements th&h
re-introduced select proteation.

The idea of a self-sufficlent Empire which had grown
out of the Ottaws Conference in 1932 fell into dlsrepute as

Canadian~American trade relations improved., wWith a liberal
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trade policy the Unlted States éauld expect Canada to enter
Into her commereial policy but when the United States levied
adverse tarlffs Canada could be expected to fatraat to the
shelter of Implre pfeferan@e. ‘

The Ottawa agreement was Df a negative characher in
that the Empire preference was aﬁﬁainag by denying entrance
to foreign goods than by reducing the level of Empire tariffa.
In contrast %o this were the results of the Canadian-American
troaties which attempted to @fevidé a positive downward

revigion in certain goods and expansion of the free ligts,

glthgugh the Qéf had caused g diversification in
production of the iron and steel industry, there wes still
a tendency towards over-speciallgatlon in haavy»r&ilway equip=
ments A$ a result of this over-specialization the industry |
was subjected to gonsiderable stress by the depression, Plg
iron production,; by 1932, had fallen to twenﬁy per cent of
the 1926 level while stesl output was reduced to Y4+ por cent.
Inereases in the tariff of 1930 provided some benefits to
the industry. By 1933, the primary industry supplied 85% of
the Canadien markety an overall gain of 304 from the 1928
figure, Btruetural gtesl and ?elling wlll products showed
the groatest gains in gelfusuffi@iancy. Iuports of these
products dropped from $35 millién in 1928 to $2.2 million
in 1933, 8lizht gains in iﬂ%@?tﬁ were made after the Unlted



States Trade Agreement in 1935,

Although the home markeb was reserved for the industry,
production dropped approximetely seventy per cent from 1928 to
1933, We may thus assume that the tariff policy was successful
in obtaining a larger share of the domestic market for the
Industry, but becanse of the small market, production eould
not be maintained at o high level, The tariff, although it
provided a certaln amount of protestion in the industry, provie
dad for a level of pricge vhich was malnbained above the general
price level of the country, The industry, although strongly
protected anﬁ:suﬁsiéizeé in its Infanoy has falled to eatablish

Coexport markets and has congtantly relled wupon imported raw matep-

1818, But beeause iron ond steel products are not generally
bought by the CONSWIeD but as a ?art of gsome othey @?ﬁﬁuﬁﬁg the

protoction of the industvy is overlooked by the consumer.,

In 1931 the tariff on imported automoblles underwent
revision. The general tarlff remained at 209 for cars valued
at less than $1200 bub there was an inorease to 304 on cars
with a higher value, while those over $2100 were taxed at h0%.
The valus for import dubties was changsd aﬂé the maximun dealer
discount allowed for duty purposes was 204, Any difference
botween the ilst price less dealer's dlscount and the value for
duty; less the fixeﬁvgﬁﬁ discount, could be charged ag a dumping
duty., The clause was effective in removing esmsid@rabla.@emamé

for imports snd with the change in rates cansed a shift from



the higher-priced imports to the more popular low-priced
product in which the Canadian industry spevialized. The
lnorease in dutles ﬂia sueceed in main%ainﬁng 8 dem&nd for
the Canadiasn product althsmgh Canadlan demand declined twelve
per cent more than American demand during the depression
vears. This is attributed to the greaster fell in incomes of
asgricultural snd axtfae%iv&_labeﬁr whiah made up a larger
part of the buyer market iﬁ‘éanaaag

| In 1932 under the Ottawe Agreements, carg nanufactured
in the Empire were admitted to agnaaaA&aty free, In 1935 the
duty on Amerlcan cars was lowered to 1?%5’3&% and 30%@: The
difference in rates was reroved in the following year and the

terlff fixed at 174% for all classes of Americen mutomobiles,

The farm lmplement industry is not so dependent on the
tariff as on farm incowe for 1ts survival, As a result of the
drop in farm income in 1930, the industry was hara'%%t by the .
depressions Oubput dropped in vwolume from 112 to 11 from 1929
to 1932, The re~introduction of the protective tariff falled
to halt the decline, although it did sliminate im@@rtﬁa The
home merket itself; however, could not maintaln a demand large
gnough to sustaln outputs In apite of the lowered production,
prices of the product did not decline butb weré nalntained at a
foirly high level duying the period. The price factor cannot
be attributed completely to the tariff, The tendency of the

1) 1926 = 100,



iméasﬁry seans to be that, during periods of depression,
pricos are maintained at a high level and oubpub is cut,
with n decreaged domestic demand and & reduction in its
forelgn market productlon in the industry could not be
maintalined, |

In summary we may conclude that because of its
dependence on farm income, the industry has proved é@ be
rethor unstable in timeg of economic ériﬁisg and 1t is
doubtful i1f the btariff has been of any value in the maln~

tenance of oubpubt; or of incomes, in the industry,

The textile industry unlike the other major industries
remained falvly stable during the depression yesrs., While the
price of materials, lmported for the industry,; dropped rapidly
the industry was alded by ingreased protection. In 1930
specific dutles were added to ad valorem rabtes to provide more
protection in the faece of falling prices. The British pref-
sronce was widened by increasing the rates of the obther sched-
ules rather than by decreasing British robes, Administration
foatures of the act and the special exeise tax brought about
an inerease in dutles of gpproximately ?1%%

The cotton industry was the hardest hit of the textile
division, TImports of raw moberlials fell from 139 million
pounds in 1929 to 93 million in 1932, Cotbons, under the
tarlff, gained an increase of 11¥ in the Canadian meriket from

1929 to 1933, Huployment of the industry foll by 237 in the

1) i“ﬁeniafmlﬁg QP Se 9 Do 3‘?3&
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period, probably due to the large slze of the Iirmg and the
relative difficulity of expansion, |

The woollen industry, as a result of the bariff,
gained in production so that by 1936 thers was an ineresse
in employment of 58 per cent over the 1929 level, Mills were
ro-opened and existing planbs enlarged. The net value of
produetion increased by four million from 1930 to 1936.
Reductions in the tariff were made in 1932 vhen the specifile
dutles imposed in 1930 were lowered by 25¢, In 1935, under
the Canadian-American Agpreement, changes In method of valua-
tlon reduced the tariff. Again In 1937 reductions were made
in the British list amounting to 2% to 5%.

The knit goods industyy renalned falrly stable during
the depresslon although employment level dropped l8%ﬂda$iﬁg
the perlod, The industryts shore of the home market inef@aseé
under the tarliff, 811k and arbificlal eilk producers were
more iwmmune to the depression asnd nansged to double thelr
enployment from 1929 to 193%. 8ilk hosiery wag the only sxport
of the textlle industry after 1930, '

| The tezbile industry fored well under the Horiff,
Proteation resopved the home ﬁarket for the industry while
falling prices in raw materisls eliminated the necessity of
passing on the effects of protectlon to the primary producer

and the consumer,

The probective tariff wes re~introduced during the

depression primarily to reserve the home market for the export



industries in an atbenpt to maintaln employment ot a higher
level then would otherwise have been the case, There was a
preat diversion of the home market from imported arbicles bo
articles of local manufecturse but the deomands of the markel
were not sufficlent 1o keep production oubpub at the pre-
depregsion level, Prices in the probected industries were
naintalned at a higher level than prices of lmports, Thus,
purchesers with their incomes ot the same, or at a lover
levely could not purchase in the same quantitles, As a
result, incomes of the workers in the protested industries
were lowered, The maintensnce of higher prices also dealt
a blow to members of the export class as thely real income
yas reduced,

0F secondary luporbt; was the use of the tariff es
an instrument for negotiabing treaties, The trade agreements
wvhich resulted from the Ottawa Conference and the Canadian-
Agﬁrieaﬂ tallks of 1935 pave advantages to meny of the ex?arﬁ |
groups. 4t is congidered that the latter purpose of the tariff
proved move effective in alding Canada on the road to vecovery

than the first,



Throughout the preceeding chaplers we have attempbed
to troce the history of the Canadien tariff and its effects
upon gome of the major importing manufscturing industries,

It 1z now necessary to review tﬁésé effects from the long-
run view and, in this way, to estinmate the wvalue of the tariff
in the Canadian sconomy.

We are not concerned with the revemue tardfis of the
sarly peviod, It ls sufficient to stabte that they served
thelr main function of providing funds Sor the Government.,

We shall, thereforey concentyate our review on the protective
borlff and 1ts maln features.

The gsiiey of tarlif protection 18 interwoven with
the "natlonal" poliey of Cennda and cannot e completely
segregated from the other diviaslons of that policy, forg in
meny instonces, the tariff pollcy was corpelated with others
in the attempt to bulld a2 new nation on the Vorth Ameriocan
Gontinent,

‘The policy of protectlve btarififs was accepbed by Canada
before the era of expansion begaﬁﬁ While the policy did not
pﬁovide a rapld incentive to the growth of the natlon, it gave
direction to thisg expansion, Under the bavriff wheal from the
west flowed eastwerd over CGanadlan rall and waterways, The
roservation of the western narkets for the monulacturers of
Ontario and guebec prav&ée& roeturn shipments for the carriers

resulting in lower transportation rates, The West provided a
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market for British Columbia luwber and ffuit until the opening
of the Panamo Conal provided sasy access to forelgon markets.

The Maritimes gained 1ittle from the probective tariff
péli@yg izpansion In the provinoeds by the ges had been completed
before the intvoduction of protective Lariffs. Under the policy,
local iﬁéasﬁéi@s were forcad. to coumpete with the larger manufage
turing plants of Gentrel Canado and graduaily withdrew from
productlon. The export industries, Cishilag, lunbering and-ag-
rloulture, were hampered by the teriff which incressed costs
wvithout Incressing selling price.

The growth of industries in guebee and Ontario under
the proteetive teriff caused povulation to gravitabe towards
the menufacturing contres of these areas abt bthe oxpense of the
othar provinces. The tariff caused purchesers fron the Westh .
and from the Maritimes bo satisfy theilr demsnds in the markets
of Centersl Canada rather than in the Unlted States, The highew
prices of these goods wesulted In a losy of real dncome to the
?&?ﬁh&Sé?&a |

Throughout the period 1879-1930 the tariff, with minor
exgeptlons, remained falrly stable, There was, if an&ﬁhingg
a dowmrard trend in the rabes over the period. By the introducw
tion of subsidies and drawbacks, ottempbts were nade o lower
dutles and st the same time to provide protection to industry.
The extra cost of these subgidies vas born by the ireasury

Instead of the manufacturers vho gtood to galn by theun.



There is no argument against a barlff policy vhich
is instituted to provide protection, primarily, for infant
industries. We have gcen that under the policy the iron and
gtoel, ond the farm lmplement inéust?yg galned o £irm foole
hold, But there is no advanbage to he galned by eontinuing
protection once the industry is on its own feet, BSuch a
policy tonds to veduce the real income of the people in the
longerun, . In a protected Industry prices are hilgher and the
aﬁﬂiﬁiéﬁﬁl cost ﬁa the eongumer provides for a lower real
income, 'Caaa&afstmes% effective Industrios are her extractive
industrios, In these fields thanfatie of popunlatlon to re-
sources is love. Undex the ﬁaﬁiffg there has besn a re-direction
of labour from these flelds Into industry in which more labour,
rolabive to vogouvrces, is used, As a result of thils divﬁ?siongl
the number of workers in oxtractlive industrles has been reduced
wvhile the total population has increased, leading to a reduction
in the national real incorme per head,

It moy be safely stebted that there has been & closer
integration of the provinces as a result of protection. The
tariff pollcoy, correlated wlth the transporbation polley, hasg
provided industry with markets wﬁthin the Dominion's borders.
Bagtewost ﬁr&ddﬁfcaﬁes have heen developed notwithstanding
the naobural north-south ramtéa thet exist.

Yo way conclude, theny that Canada's policy of protective
tarlff has pot benefited the natlon as a whole but has tended

to lover the standard of living, by the reduction of real iLncome,
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per head, of populatlon, In tlmes of finaneial stress, the
protective tarlff has dlstorted the priee structuve still
more, in its attempt to divert trade from its normal channels.
The removal of all protective tariffs would, in the long-run,

prove more beneficlal to the economy of the natlon.
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